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UFICHHA DEL SECRETARID

July 23, 2012

Ms. Judith Enck

Regional Administrator

US EPA, Region IT-

290 Broadway

New York, New York 10007

Subject: Drinking Water State Revolving Fund (DWSRF)
Program Capitalization Grant Application for FFY
2012

Dear Ms. Enck:

As you are aware, the 2012 Capitalization Grant Application was
submitted to you on letter dated May 5, 2012. The public participation
process corresponding to the DWSRF Intended Use Plan 2011 (IUP) for
the use of FY 2011 funds ended June 25, 2012.

We are hereby submitting to you the Final Intended Use Plan for Fiscal
Year 2012 which includes the Priority List, as well as the
Responsiveness Summary to comments received during the public
hearing. DOH received no comments from the general public during
the participation process. During the hearing, PRASA ratified their
position regarding the projects included in the List.

Please note that the Final 2012 Intended Use Plan that we are herein
submitting to you references new requirements stated in the
"Procedures for Implementing Certain Provisions of EPA’s Fiscal Year
2012 Appropriations Affecting the Clean Water (CWSRF) and Drinking
Water State Revolving Fund (DWSRF) Programs”, and certain
information considered in the "DRAFT DWSRF Intended Use Plan Check

Ljst”,

The following documents related to the Application were previously
submitted to engineer Rivera, EPA-CEPD:
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Work Plan 2012-13 funds - letter dated June 21, 2012

Final Budget Detail - e-mail dated May 4, 2012

Public Hearing Announcement - e-mail dated June 6, 2012
Attorney General Opinion — e-mail dated June 6, 2012
Acknowledgement Receipt of the Single Point of Contact (SPOC)
request to the Puerto Rico Planning Board - e-mail June 6, 2012

For your reference we are also including the Single Point of Contact
issued by the Puerto Rico Planning Board.

We look forward to your cooperation and assistance in order to
expedite the approval of the FY 2012 grant. The Government of
Puerto Rico is fully committed to use the funds requested immediately
to continue with the construction of the projects described in the IUP.

Should you or any member of your staff have any questions, please
feel free to contact Eng. Javier O. Torres, Director of the Public Water
Supply Supervision Division, or Mrs. Eva Herndndez, DWSRF

Coordinator, at telephones (787) 777-0150, (787) 777-0151, (787)
777-0152.

Cordially,

(
LORENZ® GONZALEZ FELICIAND, MD

SECRETARY OF HEALTH
Enclosures

EH/_]'e,-’Subm. Final 2812 IUP and related docs,

. Cc: Mr. José Valenzuela, La Fortaleza Mr. José Ortiz, PRASA
Esq. Guillermo Somoza, Attorney General Eng. Alberto Lazaro, PRASA
Mr. Steve Vida, US EPA- Region II CPA Roxana Santaella, PRASA
Eng. José Font, EPA-CEPD Eng. Jose Javier Rivera, PRASA
Eng. Jaime Géliga, EPA-CEPD Mr. Juan Carlos Batlle, GDB
Eng. Alex Rivera, EPA-CEPD Mr. JesUs Garcia, GDB . -

Eng. José E. Basora, PRIFA Mr. Carlos Collazo, GDB
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Reunion
Departamento de Salud y
Autoridad de Acueductos y
Alcantarillados (AAA)

.”Pl’eVIO al procesd ‘de Vista P

preparacién del Plan de Intencion de Uso de
Fondos y de la Lista de Prioridad para el
Financiamiento de Proyectos para el Tratamiento
de Agua Potable correspondiente al afio fiscal
2012, se utilizé la informacién suministrada por la
AAA mediante reuniones, llamadas telefénicas,
comunicaciones escritas via correo electronico y
postal. Entre las reuniones y/o comunicaciones
tomadas en consideracion para la preparacion de
esta Lista estan las siguientes:

18 de noviembre de 2011 — Durante reunion
realizada en el Departamento estuvieron presentes
por parte de la AAA la Ing. Lynnette Ramirez, la
Sra. Roxana Santaella y el Ing. José Javier Rivera
con personal de la AAA. Por parte del
Departamento estuvieron presentes el Ing. Javier
O. Torres, Director de la Divisién de-Agua Potable,
la Sra. Eva Hernandez y el Ing. Dario Martinez,
Coordinadora del Fondo Rotatorio Estatal para
Agua Potable y Coordinador de Proyectos del
DWSREF, respectivamente. Durante la reunién se
discutieron los posibles proyectos a incluirse en la
Lista de Prioridad “Project Readiness” 2012. Entre
los discutidos figuran proyectos con donativos
previos que requerian fondos adicionales para
completar su construccidén, proyectos previamente

e o

Como parte de la solicitud anual de fondos a Ia
Agencia Federal de Proteccion Ambiental (EPA)
para capitalizar el Fondo Rotatorio Estatal para
Agua Potable (DWSRF) se coordina con la AAA y
la EPA la preparacion del Plan de Intencién de
Uso de Fondos (IUP) bajo el Programa de DWSRF
el borrador de la Lista de Prioridad para el
financiamiento de proyectos para el tratamiento del
agua potable y se obtiene la informacién
relacionada con los proyectos que seran incluidos
en la lista contenida en el IUP. A base de la
informacién obtenida previo al proceso de vista
pablica se preparan los borradores de los
documentos que son sometidos a vista publica.

Mediante carta a la AAA, fechada el 5 de marzo de
2012, se le notificé sobre la cantidad de los fondos
2012 disponible para el financiamiento de
infraestructura de agua potable. El DS procedié a
preparar el borrador de la Lista de Prioridad
tomando en consideracién los insumos de la AAA.

Se le solicité informacién a la AAA para revisar la
elegibilidad de los proyectos bajo la partida de
‘green projects”, asi como para .
subsidios adicionales en forma de donativo para
los proyectos.
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_RESPUESTATL

Ing. Alberto Lazaro
Director Ejecutivo
Infraestructura
Autoridad de Acueductos y
Alcantarillados (AAA)

|ncIU|dos en”el “Multi Year List del ano fscal 2011 y
proyectos incluidos en el Acuerdo de Transaccién
con la AAA (“Consent Decree”).

21 de marzo de 2012: Carta de la AAA al Ing.
Javier O. Torres, Director de la Division de Agua
Potable, donde la AAA solicita la inclusién de dos
(2) proyectos en el “Project Readiness List 2012".
La AAA solicita en dicha carta que se le otorgue
todo el dinero disponible para construccion de
proyectos y el por ciento de la asignacion
determinada para dar en calidad de donativo. Esta
carta fue adelantada via correo electrénico.
En dicha carta la AAA incluyd, ademas, las tablas
de los itinerarios de desembolso de fondos
(“Disbursement Schedules”), y - solicitd la inclusion
de los siguientes dos proyectos del “Project
Readines 2012” con el fin de completar su
construccién:

1. Valenciano WTP, Juncos

2. Las Marias WDS - Phase |I-B

En cuanto a la Lista de Prioridad “Multi Year 20127,
la AAA solicita se mantengan en la misma los
siguientes diez (9) proyectos:

Negros — Corozal

Yauco-Rio Prieto

Aibonito Urbano WTP — Aibonito

Juana Diaz

Quebradillas — Guajataca

Caguas Sur WTP

oo~ ON=

El DS procedio a la evaluacién de la solicitud
sometida por la AAA y su concordancia con el
borrador de la Lista de Prioridad que se preparara.

Estos documentos fueron sometidos a siguientes
agencias invitandoles a participar en la Vista
Publica y a someter sus comentarios a los
documentos: Agencia de Proteccion Ambiental
Region del Caribe y Regién Il (EPA, por sus siglas
en inglés); Autoridad de Acueductos vy
Alcantarillados  (AAA); Autoridad para el
Financiamiento de la Infraestructura de PR (AFI); y
el Banco Gubernamental de Fomento para PR
(BGF).
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7 Caguas Sur - Beatriz Ward
8. Rio Culebrinas — Aguadilla
9: Rincén - Cidra

PROCESO DE VISTA PUBLICA

El periodo de participacién plblica comenzé el 24
de mayo de 2012 y terminé el 25 de junio de 2012.
Se emiti6 un Aviso Publico a la ciudadania en
general haciendo la correspondiente invitacion a
participar en la Vista Publica. Los documentos
fueron sometidos a todas las agencias pertinentes.
Se invitd al publico en general, a través de Aviso
publicado el 24 de mayo de 2012 en periédico El
Vocero, a participar en la Vista Publica y/o revisar
los documentos disponibles en las oficinas del
Departamento de Salud y someter sus
comentarios.

31 de mayo de 2012 — Se llevdé a cabo la Vista
Pdblica. La Lcda. Wendy Sostre, de la Oficina de
Asesores lLegales, fue el Oficial Examinador
asignado a la Vista Puablica y la Sra. Eva
Hernandez, Coordinadora del Programa Fondo
Rotatorio Estatal para Agua Potable (DWSRF) del
DS actué como Oficial Técnico.

Asistieron a la misma la Sra. Roxana Santaella
Directora Auxiliar de Asuntos Administrativos y
Financiamiento de la AAA, el Ing. José Javier
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COMENTARIOS:

 RESPUESTA DEPARTAMENTO DE SALUD

Sra. Roxana Santaella.
Directora Auxiliar
Asuntos Administrativos y
Financiamiento
AAA

Ing. Alberto Lazaro
Director Ejecutivo
Infraestructura
Autoridad de Acueductos y
Alcantarillados (AAA)

“’:‘Rlvera del Departamento de Infraestructura de la|

AAA; y el Ing. Dario Martinez, Coordinador de
Proyectos del DWSRF-DS.

La CPA Roxana Santaella, de la AAA, en
representacion del Ing. Alberto Lézaro Director
Ejecutivo de Infraestructura, reiteré la posicién de
la AAA en cuanto a los proyectos de construccion
de infraestructura de agua potable para los cuales
dicha agencia solicitara, mediante carta del 21 de
marzo de 2012, la totalidad de los fondos
disponibles del afo fiscal 2012 asignados al
DWSRF. La sefiora Santaella entregé durante la
Vista Publica carta fechada 23 de mayo de 2012,
ratificando la posicion de la AAA sobre los
proyectos incluidos en la Lista de Prioridad
(“Project Readiness List 2012” y “Multi Year List
2012") y que la AAA solicitaba todo el dinero
disponible para los proyectos sometidos y solicitaba

ademas el subsidio correspondiente que concede |

la ley federal en calidad de donativo.

23 de mayo de 2012 — A través de carta dirigida al

Ing. Javier O. Torres, Director de la Divisién de
Agua Potable del Departamento de Salud, la cual
fue entregada por la sefiora Santaella el dia de la
Vista Publica, la AAA ratifica la posicién presentada
en la Vista Publica.

No se recibieron comentarios adicionales de parte

Luego de analizar los planteamientos presentados
durante la Vista Pablica mediante comunicaciones
telefonicas y escritas del personal de la AAA (Ing.
Alberto Lazaro, Sra. Roxana Santaella y el Ing.
José J. Rivera) recibidas durante el periodo de
participacién  puablica, se prepararon los
documentos finales del Plan de Intencién de Uso |
de Fondos y la Lista de Pnorldad 2012. Por tanto,
el DS determind:

A. Que los dos (2) proyectos inicialmente
sometidos por la AAA para ser incluidos en la
Lista de Prioridad “Project Readiness List
2012”, permanecieran en la Lista. Los

proyectos mantuvieron las prioridades y rangos
calculados, como sigue:

R T Rangs!

Valencnano WTP, Juncos 1

Las Marias WDS, Fase II-B 5

B. Que el DS otorgara a la AAA en subsidio un
20% de los fondos del Donativo de
Capitalizacién o $1,795,000 en calidad de
donativo basado en Ia elegibilidad vy
cumplimiento de los proyectos y conforme al
Sistema de Prioridad vigente. Se asigné el
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v ' COMENTARIOS +.. RESPUESTA DEP ’;TAMENTO DE SALUD
de la cuudadanla en general durante la Vista subsidio al proyecto de “Las Marias Water
Publica ni dentro del periodo de partlc;lpaCIon Distribution System - Fase 1I-B” por la cantidad
publica. Las agencias directamente relacionadas de $1,795,000.

con el uso de los fondos federales (Agencia de _
Proteccion Ambiental, Banco Gubernamental de | C. Que se mantendran en el “Multi Year List 2012”
Fomento, y la Autoridad para el Financiamiento de los siguientes nueve (9) proyectos:

la Infraestructura de Puerto Rico no emitieron Negros — Corozal

comentarios. Yauco-Rio Prieto

Aibonito Urbano WTP — Aibonito

Juana Diaz

Quebradillas — Guajataca

Caguas Sur WTP

Caguas Sur - Beatriz Ward

Rio Culebrinas — Aguadilla

Rincén — Cidra

©ONDOA®N=
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¢ Puerto Rico Planning Board Roberto Sanchez Vilella Government Center
Office of the Governer - .. . De Diego Avenue - Stop 22, Santurce
Government of Puerto Rico P.O. Box 41119, San Juan, P.R. 00940-1119

COMMENTS AND RECOMMENDATIONS OF THE SINGLE POINT OF CONTACT
INTERGOVERNMENTAL REVIEW OF FEDERAL PROGRAMS

EXECUTIVE ORDER 12372 ° S
APPLICANT NAME: . Puerto Rico Department of Health -
ADDRESS: PO Box 70184 . L
San,Juan, P.R. 00936-8184 - -
. Y E‘..
PROIJECT DESCRIPTION: Capitalize the Drinking Water State Revolving Fund -
PROJECT LOCATION: Puerto Rico - Islandwise
FEDERAL ADMINISTERING AGENCY & OFFICE: US Environmental Protection Agency }
Office of Water
CATALOG NUMBER / PROGRAM TITLE: 66.468 / Capitalization Grants for Drinking Water State Revolving
Funds
STATE APPLICATION IDENTIFIER (SPOC NUMBER): PR (G) 12-86-0531-274-S

The Single Point of Contact certifies that it has reviewed the notification and supporting document for the above project. As
result of the review, it has been determined that the proposed project is consistent with the comprehensive plans and prbgrams
developed or in the process of development for Puerto Rico. It also does contribute to the achievement of state and local
objectives as specified in Section 401(a) of the Intergovernmental Cooperation Act of 1968 and Section 301 of Title 3 of the
United States Code. This certification iIs for the exclusive consideration of SPOC purposes and requirements and does not waive,
constitute or substitute any site, preliminary, construction, subdivision, or use permit that applicant may be required to obtain or
" solicit according to the applicable laws and regulations of the Puerto Rico Planning Board and / or of any other agency of the
Commonwealth of Puerto Rico.

COMMENTS AND RECOMMENDATIONS OF ENTITIES CONSULTED:
The Federal Proposals Review Office (SPOC) endorses this proposal.

A-Copy OF THIs CERTIFICATION MUST BE ATTACHED TO THE APPLICATION.
E

AS PER ADMINISTRATIVE BULLETIN 4184 As AMENDED, APPLICANT MusT NoTirFy SPOC OF ACTION TAKEN By THE FEDERAL AGENCY
NO LATER THAN FIVE (5) DAYS AFTER BEING FORMALLY NOTIFIED. *

'PUERTO RICQ PLANNING BOARD
Single Point of Contact -

RUBEN FLOR&S MARZAN
Chairman

RV. July 2011







COMMONWEALTH OF PUERTO RICO
PUERTO RICO DEPARTMENT OF HEALTH

INTENDED USE PLAN 2012
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1. INTRODUCTION

The Legislature of Puerto Rico enacted Act No. 32 of July 1997 and amended Act No. 5
through of Act No. 193 of December 26, 1997 which in conjunction with the passage of
the 1996 Amendments to the Safe Drinking Water Act (SDWA) by Congress provides
' the Commonwealth with the authority to establish a Drinking Water Treatment
Revolving Loan Fund (DWSRF) Program. In September 15, 1998 the DWSRF was
initially capitalized with the funds from 1997 and 1998. To continue capitalizing the
DWSRF the Commonwealth is applyil;ng for a federal Capitalization Grant of
approximately $8,975,000 from the Federal Fiscal Year (FFY) 2012 allotment. Monies
appropriated by the Commonwealth will be used to provide federally mandated state
matching funds of at least 20% and will also provide any required dollar to dollar match
| for any set-aside that may be established within the DWSRF program. The Intended
Use Plan (IUP) is the planning document for explaining how all DWSRF funds,
including the federal fiscal year (FFY) 2012 allotment, will be used. This Program will
help public water systems finance needed drinking water projects. The DWSREF is
administered by the Puerto Rico Department of Health (DOH) and will be assisted in
said administration by the Puerto Rico Environmental Quality Board (PREQB) and the
Puerto Rico Infrastructure Financing Authority (PRIFA).

The DOH, acting on behalf of the Commohwealth of Puerto Rico ("Commonwealth"),
hereby submits to the U.S. Environmental Protection Agency ("EPA"), as part of its
annual application for a Capitalization Grant under Section 1452 of the Safe Drinking
Water Act, as amended (the "Act"), aﬁ Intended Use Plan ("IUP") which meets the
requirements of Section 1452 of the Act.

The Fiscal Year (FY) 2012 Consolidated Appropriations Act (P.L. 112-74)



(Appropriations Act) carries forward and amends requirements from previous fiscal year
appropri'ations acts affecting the Drinking Water State Revolving Fund program for FY
2012. These procedures address the implementation of the requirements and set forth
administration priorities. Thus, changes to the requirements of the Program regarding
additional subsidization, the green project reserve and the Davis Bacon requireménts
can be appreciated in these procedures. During this current fiscal year the additional
requirements affecting the DWSRF Program, related to Additional Subsidization, Green
Reserve, Davis-Bacon, and Reporting will prevail with variations.

In addition, there are certain administration priorities under which EPA encourages the
states to work with potential SRF funding recipients for in order to provide funding
support for robust systems / wide planning or improving sustainability of water
infrastructure that:

¢ consider the full life-cycle costs of a range of alternatives, including green
infrastructure and conservation approaches,

e are consistent with community goals and objectives, and

¢ include a financial strategy to ensure that the infrastructure can be sufficiently
operated, maintained and replaced over time.

For background regarding this provision’s application in previous tears, please refér to
Attachment VIl (EPA Memoranda of Nov 30, 2009 and May 20, 201 1(Attachmentl 5 and
6 of the 2012 Procedures)).

Following these new requirements are described.

Requirements for FY 2012 Consolidated Appropriations Act (P.L. 112-74), are as

follows:




1.1  Additional Subsidization

The Appropriations Act states: “Provided further, That not less than 20
percent but not more than 30 percent of the funds made available under this title
fo each State for Drinking Water State Revolving Fund capitalization grants shall
be used by the State to provide additional subsidy to eligible recipients in the
form of forgiveness o‘f principal, negative interest loans, or grants (or any
combination of these), and shall be so used by the State only where such funds-
are provided as initial financing for an eligible recipient or tb buy, refinance, or
restructure the debt obligations of eligible recipients only where such debt was
incurred on or afterrthe date of enactment of this Act.”

In compliance with the law and thus, targeting subsidies, the DWSRF
program has since its inception provided additional subsidization as authorized
by law but circumscribed to those communities in need that meet the
Commonwealth’s definition of “disadvantaged,” and limited it to up to or not to
exceed 30 percent of the capitalization grant. Since FY 2010, the requirements
are more demanding and expansive. For FY 2012, they require States to
provide not less than 30 percent in additional subsidies, to recipients in the form
of forgiveness of principal, negative interest loans , or grants (or any combination
of these) to any “eligible recipients” of DWSRF assistance.

For several years DOH has been able to provide additional subsidies in
the amount of $20.8 millions under this reserve in order to avail the construction
of infrastructure, as well as a counteraction to the global economic
distress/rescission. In targeting additional subsidies, Puerto Rico will provide not

less than 20% ($1,795,000) but not more than 30 percent ($2,638,500) of the FY



2012 capitalization grant to provide additional subsidization in the form of grant,
as established in the EPA Memorandum Procedures for Implementing Certain
Provisions of EPA’s Fiscal Year 2012 Appropriations Affecting the Clean Water
and Drinking Water State Revolving Fund Programs. For this fiscal year DOH
will not exceed 30%. The recipient of the grant must identify projects within
certain categories as defined by the Commonwealth. See section 8.2.4. |

In fact for this fiscal year Puerto Rico will be awarding or providing
$1,795,000 or 20% of its Capitalization Grant as additional subsidy to the Las
Marias - Phase lI-B project, which will be in the form of grant and they will be
subject to compliance with the regulations at 40CFR Part 31.

1.2 Green Project Reserve (GPR)

The provision in the Appropriation Act states that: “Provided further, That
for fiscal year 2012, funds made available under this title to each State for
Drinking Water State Revolving Fund capitalization grants may, at the discretion
of each State, be used for projects to address green infrastructure, water or
energy efficiency improvements, or other environmentally innovative activities.”

For several years DOH has been able to use funds in the amount of $8.5
millions under the Green Project Reserve that were directed towards water and
energy efficiency. Notwithstanding, during this year Puerto Rico has not been
able to identify gréen infrastructure within the projects that will be fundéd from
the FY 2012 funds and, thus, will not use monies provided by this grAant to
address green infrastructure funds for eligible projects, water or energy efficiency
improvements, or other environmentally innovatjve activities, as established in

the (FY 2012 Consolidated Appropriations Act (P.L. 112-74) (Appropriation Act).




- 1.3 Davis-Bacon Requirements

The Appropriations Act states: “For fiscal year 2012 and each fiscal year
thereafter, the requirements of section 1450(e) of the Safe Drinking Water Act
(42-U.S.C. 300j-9(e)) shall apply to any construction project carried out in whole
or in part with assistance made available by a drinking water treatment revolving
loan fund as authorized by section 1452 of that Act (42 U.S.C. 300j-12).”

As stated by the Appropriations Act, the Davis-Bacon wage requirements
“apply to construction of all projects carried out in whole or in part with
assistance made available by a DWSRF program during FY 2012 and

thereafter.” Therefore, this requirement is _now permanent for both SRF

programs.

In order to comply with the Davis-Bacon requirements, the
Commonwealth will include in all assistance agreements, whether in the form of
a loan, bond purchase, grant, or any other vehicle to provide financing for a
project the provisions in the FY 2012 Appropriation Act a term and condition
requiring compliance with the requirements of section 1450(e) of the Safe
Drinking Water Act (42 U.S.C.300j-9(e)) in all procurement contracts and sub-
grants, and it will require that loan recipients, procurement contractors and sub-
grantees include such a term and condition in subcontracts and other lower
tiered transactions. All contracts and subcontracts for any construction project
carried out in whole or in part with assistance made available as stated herein
shall insert in full in any contract in excess of $2,000 the contract clauses as
stated in Attachment 6 of the Procedures for Implementing Certain Provisions of

EPA’s Fiscal Year 2012 Appropriations Affecting the Clean Water and Drinking




Water State Revolving Fund Programs entitled “Wage Rate Requirements under
FY 2012 Appropriation.”

1.4 Reporting Requirements -

The conference committee’'s Joint Explanatory Statement for the
Appropriations Act directs the Agency to “report on how EPA and the States
have used the additional subsidization authority, including information on the
number and amounts of loans awarded with additional subsidization, recipient
communities, and descriptions of projects funded. " States shall report qﬁarterly
in the DWSRF Project and Benefits Reporting (PBR) systems on the use of all
SRF funds. This information will also need to be included in the Annual Report.
Quarterly reporting shall include use of the funds for the GPR and Additional
Subsidization as described in paragraph below, as well as information on the
environmental and public health benefits of SRF a_ssistance agreements, as
described in paragraph below. ”

1.4.1 Data Elements

The CBR/PBR and the Annual Report must contain information on
the progress made in meeting the additional subsidization requirements
for both SRFs and the GPR requirements for the CWSRF, as well as any
green projects funded by the State for the DWSRF. (Note: For the
DWSREF, it is the State’s choice to fund green projects. If a State decides
to fund green.projects, the data about the projects must be reported to
PBR.)

The following data elements must be entered quarterly into CBR/PBR

starting with the first quarter in which the assistance agreement is made




and a list containing the following information must be included in State

Annual Reports. (Additional clarification on the items listed below is

provided in CBR/PBR.)

a.

b.

Assistance Recipient Name

Total amount of SRF assistance provided

Project name and identification number

Project Location

Type of additional subsidy (grant, principal forgiveness, negative
interest).

Amount of additional subsidy

Y/N — Would the recipient have been able to afford a loan
without the additional subsidy (using the States’ own criteria for
making this determination, such as use of their SRF loan

evaluation criteria)?

For projects that receive funding under the Green Project Reserve for

the CWSRF or which are funded as green projects at the State's

discretion for the DWSRF, the following additional data elements must be

entered quarterly into CBR/PBR and a list containing the following

additional information must be included in State Annual Reports.

(Additional clarification on the items below is provided in CBR/PBR.)

a.

Type of project (green infrastructure, water efficiency, energy

efficiency, environmentally innovative).

b. Amount of SRF funding for GPR portion of the project

10



c.. Of the total amount of GPR funding, the amount of subsidy"
provided (if any) |

d. A brief description of the project (i.e., rain garden, renewable
energy at POTW, water efficient fixtures).

e. Population served by the project (not required for CWSRF
nonpoint source projects)

1.4.2 Environmental/Public Health Benefits Reporting

In FY 2010, the DWSRF program identified project level data to be
reported quarterly to the Drinking Water Project and Benefits Reporting
System (PBR) for the base program. These data elenﬂents will be used
for states’ quarterly reporting in FY 2012. The data elements are
identified in Attachment 8 of the FY 2012 Procedures, and will be used for
reporting environmental/public health benefits of DWSRF assistance
agreements.

The Project Benefits Reporting System (PBR) collects project-level
data elements to assist the State in meeting reporting requirements and
better gather and report information for internal and external reports line
the NIMS. It is a tool where the State can demonstrate measurable
contributions of' the DWSRF program to supporting Safe Water Act goals.
It is a communication conduit between State and EPA Regions.
Informative data can be gathered at a state, regional and national Iével for

overview purposes.
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The data elements identified in the above mentioned Attachment 8
must be reported in the Annual Report. Summary reports, compiling the
quarterly data, can be generated by PBR and may be included as an
attachment to the Annual Report to meet this reporting requirement.”

Puerto Rico will be reporting quarterly in the DWSRF Project Benefits
Reporting (PBR) system on the use of all SRF funds. Annually, DOH has
committed in the preparation of the NIMS. It is DOH's intention to
continue participating in the preparation of the NIMS and will use the
resources of the PBR and NIMS on line to enter this information.
Quarterly reporting shall include use of the funds for the GPR and
Additional Subsidization, as well as information on the environmental
benefits of SRF assistance agreements. This information will be included

in the Annual Report.

This Intended Use Plan (IUP) includes:

an anticipated financing schedule for this IUP period;

specifics on how DOH proposes to use available DWSRF funds;

a description of the goals (short and long term) of the DWSRF program;

a description of the state DWSRF program’s coordination of funding
priorities with the state drinking water enforcement agency

Readiness Project Priority List of eligible projects to receive DWSRF

financing;

cost estimates for listed projects;

an estimate of funds anticipated to be available for financial assistance;

criteria for selecting projects to receive financial assistance;

12



= criteria for determining which communities qualify for hardship loan;

»  criteria for determining systems qualifying for the additional subsidization if
applicable;

»  criteria for determining equivalency projects;

» the project scoring, ranking and selection system; and

. a response to comments on the proposed ranking system;

» adiscussion regarding the state’s strategy to résponsibly and expeditiously
make use of set-asides unliquidated funds from capitalizatidn grants still
open from more than two years earlier than the creation of the IUP;

" indicates if the state is designating green projects and the method-criteria
used for designating, if applicable;

» indicates if the state accomplished all the previous Work Plan enumerated
goals.

2, SHORT-AND LONG-TERM GOALS

The SDWA Amendments of 1996 (Public Law 104-182) authorize the DWSREF to assist
public water systems finance the cost of infrastructure needed to achieve or maintain
compliance with SDWA requirements and to protect public health. The SDWA
Amendments also establish strong new emphasis on preventing contamination
problems through source water protection and enhanced water system management.
Central to this emphasis is the development of Commonwealth prevention programs,
including source water protection, capacity development and operator certification.

The DWSRF will help ensure that the Commonwealth's drinking water supplies remain
safe and éﬁordable and that drinking water systems that receive funding will be properly

operated and maintained. The objectives of the DWSRF program include achieving
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compliance with the SDWA, addressing public health priorities, assisting systems to

ensure affordable water and maintaining the long-term viability of the Fund. It is also

DOH's goal to maximize the amendments to the law and regulations in order to provide

more benefits when undertaking drinking water infrastructure construction. As an

example of this, during the last years DOH has been able to use funds under the green

project reserve that were directed towards water and energy efficiency, as well as to

provide additional subsidies in order to avail the construction of infrastructure and thus

provide the means to counteract the global economic distress/rescission, as stated

previously.

2.1 Short-Term Goals

Establish and maintain a cohtinuous technical assistance support
process available to drinking water systems for availing compliance.
Identify and determine feasible and affordable general compliance
action plans available for systems implementation.

Coordinate a mechanism or process for consolidating and/or
eliminating existing non-viable small public drinking water systems.
Use funds under the set-asides to establish a mechanism to assist and
evaluate systems in order to improve their compliance and assure
public health protection.

Establish a financial assistance mechanism to provide smali systems
that are in non-compliance,‘ due to technical, financial and managerial
reasons, with the necessary tools to foster compliance and access to
funds and subsidies.

Evaluate alternative solutions by assessing Best Management

14



Practices (BMP) and Best Available Technology (BAT) to avail

systems compliance.

2.2 Long-Term Goals

Focus on providing assistance to systems that are in the process of
attaining and maintaining capacity.

Promote and maintain an infrastructure construction program for the
drinking water facilities of the Commonweaith.

Evaluate the DWSRF operating structure to ensure the program is
administered in a manner that assures its revolving nature in
perpetuity.

Assist PRASA in their quest té improve drinking water quality and

dependability in the Commonwealth.

3. FINANCIAL STATUS/TOTAL DWSRF MONIES

Initial capitalization for the Commonwealth DWSRF program was provided from the 1997

and 1998 federal Capitalization Grants and Commonwealth matching dollars. The

~ minimum state match requirement is 20% of each federal award. The state match

requirement for the State Program Management Set-Aside will be met with-in-kind

services provided by PWSS staff and a dollar-to-dollar appropriation from the

Commonwealth, if necessary. As of March 2012 there are no monies earned from loan

repayments, including accrued interest, available in the fund for providing assistance in

addition to the annual capitalization grant.

The following table provides information of the funds available from previous grants and

cash draws executed.
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BRI o N AN Amount | Amount
Program Previous Cash Draw...:- Outstanding | Amount Request Request
Name* | Srants . asof | Opligations | Available | FFY 2011 FFY

: 2 Awards .- |- May 23,2012 | T iR e Grant - 12012

. I : R : R : rant . s

N i 7 , | = Grant

Tech.

Assistance** |$3,102,134 | $2,479,256.73*** | $612,877.27 $ -0- $298,360**** | $179,500

* There is no work plan required for administrative set-aside. The Commonwealth of Puerto Rico established
the administrative set aside in the amount of $359,000 or 4% of the $8,975,000 FFY 2012 Capitalization
Grant. Also, $417,011 will be claimed from banking that is needed for the operation of the program for a total

of $776,011.
** The amount of $179,500 or 2% of the $8,975,000 FFY 2012 Capitalization Grant was established for

technical assistance. :
*** This amount includes cash draws submitted to GDB that up to the date of this report are pending execution.

**** Includes $110,000 previously banked.

Concerning the outstanding obligations, following is the detail of use of $612,877.27.

- Total-
$612,877.27**

UPR Contract | = “Rent . Salaries ~ Other

$ -0- $ -0- $396,371.22 | $214,884.22*
* Corresponds to contracts with Ricoh, UPR-MSC and a private entity.
* [ncludes $1,621.83 for Travel.

In regard to the contract with the University of Puerto Rico, it ended in June 2011.
Activities have been completed. Cash draws in the amount of $313,147.33 were
submitted to the Government Development Bank and are pending execution. As of June
30, 2011, fhere is a remaining balance of $173,263.51 pending submittal of final reports
and invoices by the UPR.

Related to the contract/partnership with a private or public entity, DOH requested
proposals. Currently, it was developed and submitted by the entity. DOH evaluated it
and is in the process of executing / implementing of an twenty-four months
contract/partnership with a private or public entity from September 2012 to March 2014 in

the amount of approximately 196,000.00 to continue a Circuit Rider program for

approximately forty-four (48) systems. Monthly visits to each system will be undertaken
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during the project period. | An estimate of $96,000.00 will be cash drawn during the first
year of the project (one to twelve months) based on activities undertaken. At least one
visit every month to each system will be undertaken for the systems. An estimate of
_$100,000.00 will be cash drawn during the second year (eleven to twenty-four months)

based_on activities undertaken.

CONTRACT/PARTNERSHIP WITH
PRIVATE OR PUBLIC ENTITY
) 44 - | Approximate.
2012 13 2013-14 Total
$96,000.00 | $100,000.00 | $196,000.00

There are other grants open whose projects are under construction. Also, there are
grants open whose loans are pending execution as soon as this loan is executed, and
the pfojects start their construction, these funds will be moved. The cash draw
proportionality for FY 2012 funds will be 81.71% federal and 18.29% state and is also
described in the disbursement schedules. It is important to note that the funds
corresponding to the state match in the amount of $1,795,000 will be provided to the
Department of Health by the Office of Management and Budget of the Government of
Puerto Rico. The proposed sources and uses of the DWSRF for this IUP are as

follows:
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"SOURCE 2012 Banked TOTAL
Capitalization Grant $ 8,975,000 $ 8,975,000
State Match’ 1,795.000 1,795.000
. Total Sources $10,770,000 $10,770,000

Uses Set-Asides (ref. to Sec. 4, Set -
Asides, for detailed description of allocations)
Administration (4%) $359,000 | $417,011 *$776,011
Technical Assistance (2%) $179,500 -- $179,500
Total Set Asides
and funds banked $538,500 | $417,011 $955,511
$10,231,500 | $417,011 | **$9 814,489

* This amount includes $359,000 administrative set aside from FY 2012 capitalization
grant and funds claimed from banking in the amount of $417,011.
** Amount available for use for financial agreement for projects during this IUP/Grant
budget period. There are no repayments to be considered during FY 2012.

A state must annually use at least 15% of all funds credited to the fund account to

provide loan assistance to systems serving fewer than 10,000 persons (Section

1452(a)(2)), to the extend that there is sufficient number of eligible projects to fund. It

is the Commonwealth’s strategy to award loans to systems that eliminate or consolidate

small systems serving a population of 10,000 or less. The following table presents a

summary of the loan assistance provided by the Commonwealth to small systems since

the inception of the program.

ASSISTANCE TO SMALL SYSTEMS WITH POPULATION < 10,000, BY LOAN AND FISCAL YEAR -

. YEAR - PROJECT NAME °<10,000 . | >10,000 POPULATION - | . % CUM%
97-98 | Naguabo-Rio Blanco $ 12,393,319 141,308
Mayaguez-Ponce de Ledn $ 4,827,235 150,000
Guayama-Carite $ 2,880,963 5,575
Yabucoa-Guayabota $ 2,383,802 1,096
Guayama-Culebras $ 584,720 1,193
Utuado-Urbana $ 1,419,775 25,068

$24,489,814 $ 5,849,485 | $ 18,640,329 23.89% | 23.89%
1999 Naguabo-Rio Blanco $ 4,322,131 141,308
Rio Grande-El Yungue $ 7,894,907 48,000

$12,217,038 $ - $ 12,217,038 0.00% | 15.94%
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ASSISTANCE TO SMALL SYSTEMS WITH POPULATION < 10,000, BY LOAN AND FISCAL YEAR

YEAR PROJECT NAME -<10,000 >10,000 - POPULATION % CUM %
2000 Mayaguez-Ponce de Leén $ 4,851,945 150,000
Guayama-Carite 3 195,867 5,575
Yabucoa-Guayabota $ 914,198 1,096
Guayama-Culebras $ 215,280 1,193
Utuado-Urbana $ 1,920,225 25,068
Rio Grande-El Yunque $ 4,599,587 48,000
$12,697,092 $ 1325335 | $ 11,371,757 10.44% | 14.52%
Transfer | Tanque Sergio Cuevas $ 11,055,165 771,169
$11,055,165 $ - $ 11,055,165 0.00% | 11.87%
2001 Rio Grande-El Yunque $ 11,900,870 48,000
Mayaguez-Ponce de Leon $ 848,662 150,000
$12,749,532 $ - $ 12,749,532 0.00% 9.80%
2002 Anasco-Nueva $ 12,245,082 28,348 :
$ 12,245,082 $ - $ 12,245,082 0.00% 8.40%
2003 Las Marias $ 12,171,438 20,000
$12,171,438 $ - $ 12,171,438 0.00% 7.35%
2004 Naguabo-Cubuy $ 6,247,832 3,541
Hatillo-Camuy $ 2,873,000 22,360
Naranjito-Anones $ 1,551,238 2172
Morovis-Sana Muerto $ 1,954,000 3,285
$12,626,070 $ 9,753,070 [ $ 2,873,000 77.25% | 15.35%
2005 Yauco Urbano Nueva $ 13,262,520 16,000
$13,262,520 $ - $ 13,262,520 0.00% | 13.71%
2006 Anasco-Nueva $ 8,498,531 28,348 '
Caguas Norte Filtration Plant $ 4,230,178 140,500
$12,728,709 $ - $12,728,709 0.00% | 12.69%
2007 Rio Grande-El Yunque $ 11,628,071 48,000 -
$11,628,071 $ - $ 11,628,071 0.00% 11.67%
2008 Yauco Urbano Nueva $ 5,254,345 48,000
Naguabo-Rio Blanco & Maizales (1A, 1B&Il) | $ 1,810,903 4,036
Naranjito - PF Anones 3 560,633 3,120
Hatillo - PF Camuy-Hatillo $ 1,819,316 39,200 25.11% | 12.49%
$9,445,197 $ 2,371,536 | $ 7,073,661
2008 Hatillo - PF Camuy-Hatillo $ 2,276,000 39,200
Las Marias-Phase | - Overrun $ 1,006,036 7,871 30.71% | 12.87%
$3,282,036 $ 1,006,036 | § 2,276,000
2009 Caguas Norte Filtration Plant* $ 769,822 140,500
Guayama Urbano WTP 3,453,190 14,752
Arecibo WTP 1,888,800 . 3,700
Camuy 3,400,000 80,189
San German 2,790,000 19,500
Lares -Phase Il| 1,412,330 693
Lares -Phase I 1,607,071 565
Trujillo Alto-Sergio Cuevas WTP 1,410,202 771,169
Ciales -Las Delicias WTP 1,637,920 935
Caguas Sur Filtration Plant 1,020,000 34,000
$19,289,335 $ 6,446,221 $17,253,392 33.42% | 15.11%
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ASSISTANCE TO SMALL SYSTEMS WITH POPULATION < 10,000, BY LOAN AND FISCAL YEAR -

YEAR - .- PROJECT NAME - <10,000 > 10,000 POPULATION % “CUM %
2010 | Morovis Sur WTP ' 4,257,757 14,570
Morovis Urbano WTP 2,000,000 9,714
Cedro Arriba WTP-Naranijito 2,222,646 9,873
Anasco Water Intake 4,636,745 88,144
Hatillo Raw Water Intake 5,000,000 39,200
Rochas WTP-Moca 3,000,000 2,357
La Maquina WTP- Sabana Grande ' 2,000,000 3,207
Hatillo-Camuy - Phase Il Overrun ¢ 3,984,502 | - 39,200
Lajas-San German, Trans Lines Overrun+ 4,008,664 55,050
$23,117,148 $9,222,646 $13,894,502 39.90% | 17.97%
2011 Valenciano WTP, Juncos $ -- $19,645,275 22,137
Camuy-Hatillo-Quebradillas, Phase | - 1,883,600 39,200
$21,528,875 $ -= $21,528,875 0.00% | 16.02%
2012 Valenciano WTP, Juncos - **$ 7,814,489 22,137
Las Marias, Phase lI-B - 2,000,000 7,871
$ 9,814,489 $ - $ 9,814,489 0.00% | 15.35%

Note: ARRA 2009 funds are not included.

*  This project is funded in part with remaining funds from the FY 2006 allotment that were not used under the loan to the Afasco project.
The grant and the loan were amended in order to assign the amount of $4,230,178 under the FY 2009 allotment/list.

** This is the only estimated assistance available for the Valenciano project. The total estimated construction cost of this project
is $24,300,000.

*** This is the only estimated assistance avallable for the Las Marfas Phase II-B project.

+ Should the bids for the above projects result lower than the Estimated Assistance indicated, this project will be fi nanced to the extent of
the funds available. This project will also be financed if additional federal funds are available. Thus, this project is not considered in the
calculation of the 15% credit for assistance to small systems.

There are small systems that will not have the capacity to enter into a loan, thus, the
use of the 15% will be limited. Notwithstand.ing, it is the strategy of the Commonwealth
to fund those projects that eliminate or consolidate small systems that do not héve'the
capacity to enter into a loan. Meanwhile, DOH is taking steps to capacitate smalil
systems in order to enable them to have technical, financial and managerial capacity to
avail their ability to finance the construction of needed infrastructure that will warrant
and provide compliance.

4, TYPES OF PROJECTS TO BE FUNDED

Projects eligible for DWSRF financing includes investments to upgrade or replace
infrastructure, address exceeding federal or state health standards, prevent future

viola.tions of standards, and provide the public with safe drinking water. Examples of
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such projects are:

Green infrastructure projects to address water and energy efficiency

improvements or other environmentally innovative activities.

rehabilitation or development of new drinking water sources to replace
contaminated supplies;

installation or upgrading of facilities to improve the quality of drinking water
in order to comply with primary or secondary standards and/or
treatment/performance criteria;

installation or upgrading of storage facilities, including finished water
reservoirs to prevent microbiological contamination or to provide adequate
delivery pressure;

installation or replacement of transmission and distribution mains to prevent
contamination caused by leaks or breaks;

projects that promote the consolidation of water supply services, particularly

in circumstances where generally the water supply is contaminated or the

. system is unable to maintain adequate compliance for financial or

manageriél reasons;

the purchase of a portion of another system's capacity, if the purchase is
part of a consolidation plan to bring the system(s) into compliance
refinancing of any of the above listed project types which are publicly owned
and were previously financed subsequent to July 1, 1993; and

any eligible system or part of a system in conformance with the SDWA.

Concerning the Green infrastructure as indicated previously, the Appropriations Act

states: “Provided further, That for fiscal year 2012, funds made available under this title
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to each State for Drinking Water State Revolving Fund Capitalization grants may, at the
discretion of eéch State, be used for projects to address green infrastructure, water or
energy efficiency improvements, or otﬁer envifonmentally innovative activities.” The
Commonwealth requested the Puerto Rico Aqueduct and Sewer Authority (PRASA)’
applications for green projecté. In addition DOH through public announcements has
indicated the availability of funds for green infrastructure. Notwithstanding no
applications and/or no eligible project applications for green infrastructure were
received. To this effect the Commonwealth has determined that there are no sufficient
eligible project applications. Thus, no percent of the funds will be appropriated herein
from the Revolving Fund for projects to address green infrastructure, water or energy
efficiency improvements or other environmentally innovative activities, as the GPR is
not mandatory for the DWSRF. Therefore, there will be no projects identified as such in
the Project Priority List, notwithstanding that in the Attachment No. V System Criteria
and Ranking Methodology (Summary), H Green Portion (only for Green Projects),
provisions are established to rank green projects, if there may emerge any such |
projects.

During this year, DOH’s intention is to establish the 2% set-aside for Technical
assistance as well as the 4% corresponding to the Administrative set-aside of the
Program. Thus, only reserve funds from these two set asides will be established.
Nevertheless, in order to be able to cover all the necessary administrative expenses
that will be incurred during the year to operate the Program, DOH will be claiming the
amount of $417,011 previously banked under the Administrative set aside. DOH

reserves the authority to take from future capitalization grants funds not requested at

! Up to date the sole loanee of the DWSRF Program.
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this time from the total annual Federal Capitalization Grant.

The anticipated outputs and outcomes of the projects included in this Intended Use

Plan are:
: Outputs e -~ Outcomes

One (1) loan agreement Improve compliance for systems receiving
DWSRF assistance

Increase the cumulative Increase the speed at which projects are

disbursement rate to 68%* proceeding towards completion

Increase cumulative projects Improve compliance with SDWA by

completion to 53%* ' increasing number of projects initiating
operations

* This percent includes new projects of the FY 2010 and 2011 funds.
** This per cent includes two (2) new grants, whose loans were recently executed. Disbursements are
expected to start within the first six months after loan execution.

Following is the Priority list detailing all types of projects to be funded under this

Intended Use Plan. Also the proposed fund disbursement schedule is presented:
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d> Rico Department of Health

Vater State Revolving Fund Program
Federal Fiscal Year 2012

EE s“:'ﬁ!ﬂ@ e e

I - DR o GPR Sub5|d|zat|on
Description . . | FoP dh L SIS ne e(8) | AWarded %)
eatment Plan 22,137 Feb-12 **$ 7,814,489 0 $ 0

nents to Las Marias Water '
on System 7,871 Jun-12 ***2 000,000 0 1,795.000
TAL AMOUNT AVAILABLE FOR FINANCIAL AGREEMENT $ 9,814,489 $1,795,000

>t was initiaily funded.

ie total estimated construction cost of this project is $24,300,000.

sing rate will be 2% and the amortization period 20 years.
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Puerto Rico Department of Health
Drinking Water State Revolving Fund Program
Federal Fiscal Year 2012

* Priority and ranking points as per prior fiscal years Priority Lists, where project was initially evaluated and/or funded.
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chb R . g s . Read. to go Estimated
f L L PWS .| Priority | Priority | - Project . _
Name Pubhc Watgr System LD." | Ranking Points* | Description Population date Assistance ($)
Negros-Corozal 5537 (a) 1 140 Improvements to Negros WTP 24,016 July-14 2,104,390
Yauco-Rio Prieto 4234 (¢) 2 125 Improvements to Rio Prieto WTP 5,800 Jun-12 19,584,832
Aibonito Urbano WTP 4545 (b) 3 125 Improvements to WTP 46,120 | Jun-12 7,230,928
: Improvements to water system at San
Juana Diaz 3924 (a) 4 120 Carlos Comm., Collores Ward 2,522 Jun-12 3,099,866
Quebradillas-Guajataca 3772 (a) 6 95 Improvements to Guajataca WTP 11,679 | Sept-15. 5,221,410
Caguas Sur WTP 5066 7 30 | Improvements to Beatriz WTP 29,516 | Jan.14 39,821,763
Caguas Sur - Beatriz Ward 5066 8 30 Construction of new water supply system 29,516 | Jan.14 33,508,556
Improvements to Rio Culebrinas water
Aguadilla-Rio Culebrinas 3293 (a) 9 15 intake 67,187 Jan-14 5,700,000
Improvements to water intake pump
Rincén—Cidra 4695 (a) 10 10 station at Rincon Ward 37,262 July-14 4,263,252
' TOTAL | $120,534,996
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MENT SCHEDULE FOF FEDERAL AND STATE FUNDS

iinance

Ropey
b Date

i Typeof |

Project (Step)
: O

Design
Lo Start

" 4|+ Complete

constr.

2%

Nov-15

3 .

Nov-14

Valenciano WTP — Juncos
% 'PW'SID 5166 (a)

Loan Portion ... i

FY 2014

1QTR '] 2QTR |

3QTR /' 4 QTR

Totél

3| $567,586.13

$ 567,586.13

$ 567,586.13

$ 567,586.13

$667,586.13 | $510,766.56

$ 6,385,274.73

vt

$ 127,042.65

$ 127,042.65

$ 127,042.65

$ 127,042.65

$127,042.65 | $114,324.74

$ 1,429,214.27

3} | $694,628.78

$ 694,628.78

$ 694,628.78

$ 694,628.78

$694,628.78 | $ 625,091.30

$ 7,814,489.00
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LOAN TERMS AND DISBURSEMENT SCHEDULE FOF FEDERAL AND STATE FUNDS

Las Marias, Phase IIB

PWS ID 3363 (c)

R L [ Bl [

i Finance Repay Type of Project Desig
gt Cost Rate [/ Date (Step) Start
an $ 205,000.00 2% Dec- 15 3 July-12
dized $ 1,795,000.00 - - - _ - - -

AL $ 2,000,000

" Las Marias, Phase lIB '
PWSID 3363 (c)" . .
Loan Portion: -
FY 2014 . FY 2015 Co
QTR |  3QTR. '|' 4QIR 1QTR 2 QTR 3QIR
$ 167,506.96 $ $ 0 $ 0 $ 0 $ 0 $ $ 0 0 $ 167,506.96
$ 37,493.04 $ $ 0 $ 0 s 0 $ 0 $ $ 0 0 $ 37,493.04
$ 205,000.00 $ s 0 $ 0 $ 0 $ 0 $ $ 0 0 $ 205,000.00
. Las'Marias, Phase lIB ',
. PW SID 3363 (c)

» .~ Subsidized Portion .- ' - L
2013 , | FY2014 = ’ R FY 2015 ‘ Total
JTR 1QTR . 2QTR 3QIR 4QTR ", 1QTR . 2 QTR 3QTR ||
,004.88 $195,561.93 $195,561.93 $195,561.93 $195,561.93 $195,561.93 $195,561.93 $ 117,330.87 $ 1,466,707.31
1395.12 $ 43,772.57 $ 43,772.57 $ 43,772.57 $ 43,772.57 $ 43,772.57 $ 43,772.57 $ 26,262.13 $ 328,292.69
1,400.00 $ 239,334.50 $ 239,334.50 $ 239,334.50 $ 239,334.50 $ 239,334.50 $ 239,334.50 $ 143,593.00 $ 1,795,000.00
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5. FINANCIAL PLANNING PROCESS

Projects can be submitted for listing at any time. A new IUP will be issued at least once
a year and may be amended during the period that the IUP is in effect, providing that
sufficient funds are available. Projects submitted for financing will be screened for
eligibiiity, ranked, scored and listed. Al eligible projects for which pre-application forms
have been submitted and reviewed will be included on the Priority List. Projects ready
for financing will be listed on the project Readiness List. Direct loans will be originated
throughout the year.

Concerning the grant payments, these have been schedule as follows: first payment
(second quarter) for January 2013 for the set-asides and second payment (fourth
quarter) for July 2013 for projects.

Section 1452 (e) and (g)(2) provides for the establishment of program administrative
fees which may be assess on a recipient of a loan and these must be deposited into the
Fund or into an account outside the Fund. DOH has determined to establish this fee.
DOH will be requesting to the Government Development Bank to establish it. In
addition, DOH will be requesting that suc;h fee shall be deposited into an account
outside the Fund for its use only for the purposes for which the capitalization grant is
awarded under Section 1452 (e) of the SDWA or for state match. Thus, in addition to
the payments required on the Financial Agreement, PRASA shall pay an administration
fee payable at the closing date of the Agreement. For this current fiscal year FY funds
2012 this fee is one-half (0.5%) percent of the Loan amount for a total of $44,875.00
which will be deposited by the PRIFA/GDB outside the Fund in a separate Interest
Bearing Account. It is the intention of this Department to use these funds together with

the interests earned, within others purposes, for state match.
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6. TYPES OF ASSISTANCE AND FINANCIAL TERMS

DOH certifies that only the types of assistance authorized under the SDWA as
amended, will be awarded from the DWSRF. The terms and conditions of the loans to
be awarded are as authorized by the SDWA. Capitalization Grants will be used to
provide the following types of financial assistance:

6.1 Direct Loans

Based on an economic and financial analysis conducted on behalf of
DOH by Puerto Rico Infrastructure Financing Authority (PRIFA), loan
agreements will be executed with PRASA or any other qualified borrower at a
negotiated interest rate. Up to date, the loan interest rate has been 2% and the
financing term has been 20 years. These may vary as a result of a financial
analysis to be undertaken. In compliance with the law, DOH expects to execute
the binding commitment (Financial Agreement®) on or before the deadline
established by the law, which is one year after the grant award.
6.2 Refinancing

In accordance with Section 1452 (f)(2) of fhe SDWA, local debt
obligations may be purchased or refinanced at or below market rates, where the
initial debt Was incurred and construction initiated after July 1, 1993.

6.3 Hardship Loans/Affordability Criteria for Disadvantaged Systems

The Commonwealth may determine if hardship loans will be made
available to borrowers and the rate at which (below the regular reduced rate)
they will be executed. Affordability criteria (refer to section 8) will help to

determine the hardship loan rate, which may be as low as zero percent.

® Reference is made to a Financial Agreement when the agreement includes a loan portion and a
subsidized portion. -
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Therefore, a small disadvantaged community loan may be established in
conformity with the requirements and applicable federal regulations. Terms
governing principal amortization may be the same as those applicabie to direct
loans, where the interest rate may be reduced. Any interest payable on hardship
loans will be set or determined by the Puerto Rico Infrastructure Financing
Authority (PRIFA) and may be between two-thirds of the market rate, as
determined by the most recent DWSRF fi(nancing, and zéro percent (0%). The
actual rate may be determined based on the affordability criteria. For certain
borrowers that qualify for a zero percent hardship loan, there may be a service
charge. This will be determined by the Puerto Rico Infrastructure Financing

Authority (PRIFA) and DOH.

6.4 Additional Subsidization |

The Procedures require States to provide not less than 30 percent in
additional subsidies, to recipients in the form of forgiveness of principal, negative
interest loans, or grants (or any cbmbination of these) to any “eligible recipients” of
~ DWSREF assistance.

In targeting additional subsidies, Puerto Rico will provide not less than
20% ($1,795,000) but not more than 30 percent ($2,638,500) éf the FY 2012
capitalization grant to provide additional subsidization in the form of grant, as
established in the EPA Memorandum Procedures for Implementing Certain
Provisions of EPA's Fiscal Year 2012 Abpropriatidns A_ffecting the Clean Water
and Drinking Water State Revolving Fund Programs. For this fiscal year DOH
will not exceed 30%. The recipient of the grant must identify projects within at

least one of the following categories in order to receive the additional subsidies:
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a) projects that will eliminate or consolidate small system,

b) projects that support sustainabfe systems and help build or maintain
the technical, financial and managerial capacity of the recipient,

c) systems related to communities or serving directly a community that
could not otherwise afford the DWSRF loan including Disadvantaged
communities as defined by the Commonwealth.

If the recipient has projects that could be identified under one or more of
the above mentioned categories, for each additional remaining category the
percent will increase by 5%. The subsidy will be awarded to eligible recipients as
follows:

* to project(s) by priority order and the qualifying category and until the

subsidized amount is completely used.

In the case that there is only one recipient the subsidized amount could be
- awarded in any of the following manners and until the subsidized amount is

completely used.

To project(s) by priority order and the qualifying category

directly to the project(s) identified within the qualifying categories

the project(s) first received and ready to go

The most expensive project (s)

In fact for this fiscal year Puerto Rico will be awarding or providing
$1,795,000 or 20% of its Capitalization Grant as additional subsidy to the Las
Marias - Phase |I-B project, which will be in the form of grant and they will be

subject to compliance with the regulations at 40CFR Part 31.
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6.5 Leveraging

The Government of Puerto Rico may consider leveraging in order to
increase the amount of funds available to finance infrastructure projects. If
leveraging is undertaken, it will be indicated in the IUP and the applicable grant
application and will be structured in accordance with the requirement of the Act
and the DWSREF final guidelines.

6.6 Repayments

As of March 2012 there are no monies available from loan repayments
including accrued interest in the fund for providing assistance in addition to the
annual capitalization grant.

7. SET-ASIDE ACTIVITIES

Section 1452 of the SDWA authorizes states to use a portion (set-asides) of the federal
Capitalization Grant to support various drinking water programs. Section 1452 allows
as much as 31% of a State's Federal Capitalization Grant to be used for administrative
assistance, technical assistance, public water supply supervision and special activities.
As stated previously, only two set-asides will be established. The Commonwealth of
Puerto Rico proposes to use $359,000 or 4.0% of the $8,795,000 FFY 2012
Capitalization Grant for the administrative set-aside purpose. In addition, the
Commonwealth plans to use $179,500 or 2.0% of the total annual Federal
Capitalization Grant for technical assistance. A table of specific set-aside allocation is
provided at the end of this section. The Commonwealth will claim from previous
capitalization awards previously banked funds in the amount of $417,011 to further the

operation of the Program. Thus, a total of $955,51 1% between set asides and banked

4 The Budget Detail references this information.
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funds claimed is necessary to operate the Program. Notwithstanding, we reserve the
authority to take from future capitalization grand funds not requested at this time. Also,
the Commonwealth intends to maximize the use of Capitalization Grant monies for
water supply projects as much as possible. Therefore, only those funds considered
essential for DWSRF and Water Supply Supervision program support have been
allocated to set-aside activities. Unused set-aside funds can be re-budgeted to fund
eIiQible activities under set-asides. Nevertheless, any unused set-aside monies can
also be transferred to the project fuﬁd after receiving an approved amendment to the
Capitalization Grant. It is important to note that DOH will continue undertaking a series
of activities and project that were previously funded with monies set apart under the set-
asides that have been carried over from previous capitalization grants and which use is
based, within others, on priorities established in the Technical Assistance Support
(TAS) (See Attachment I). The Work Plan provides all the activities that DOH will be
undertaking in order to expedite the use of funds not only from the current fiscal year
but any other unliquidated balances. Thus it must be pointed out that the Work Plan
contains and details certain activities which are on-going and will be undertaken
annually as part of the follow-up to previously funded activities. Other activities, such
as pilot projects, have a specific time frame for their completion. DOH will continue the
oversight to ongoing contracts and expects to complete during this fiscal year one
contract. The intended use of funds and expécted accomplishments for each set-aside
are described below. In summary, the submitted annual Work Plan includes additional
information on estimated projected ﬁme frames for the execution of the activities. Also,
it is important to point out that up to date DOH has been able to complete the activities

detailed on previous years Work Plans. Nonetheless, if there are activities that require

33




more than one year for its completion, these are detailed on the_ current fiscal year
Work Plan. Moreover, the Performance Status Report submitted annually accounts for
those activities completed or achieved and presents reasons for delays, if any, in their
execution,

7.1 Administrative Assistance

The SDWA authorizes states to take up to 4% of the total annual Federal
Capitalization Grant (as provided in Section 130 of the SDWA amendments of
1996) to support the cost of administering the DWSRF program. The
Commonwealth plans to use $359,006 or 4.0% of the total annual Federal
Capitalizétion Grant for administrative activities. In addition, the Commonwealth
will use banked funds in the amount of $417,011 to further the operation of the
Program. Thus, a total of $955,511 between set asides and previously banked
funds is necessary to operate the Program. Administrative tasks are
undertaken, mainly on an annual basis, and include, but are not Iifnited
to:

¢ implementing the Operating Agreement between DOH and the United

States Environmental Protection Agency (EPA);

e developing and finalizing a Capitalization Grant application package
to secure federal funds; |

e performing project technical reviews; ranking project proposals in
priority order; |

° preparing an IUP which identifies available funding resources and
expenditures and establishes a readiness fundable priority list (current year)

and multi-year project priority list;
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7.2

implementing a State Environmental Review Process (SERP) as required;
reviewing and approving engineering reports, construction plans and
specifications; conducting project inspections;

evaluating and determining project affordability (hardship); conducting
public participation efforts and hearings; |

tracking systems; directing the investment of DWSRF funds; preparing
project financing and loan agreements (including cost summaries and
project financing schedules);

preparing necessary financial documents; originating loans; processing
disbursement request and conducting associated document review;
collecting and managing loan repayments; and

establishing and colleéting loan fees; insuring that program and fiscal audits
are conducted; preparing necessary césh draw requests and preparing
technical and financial reports to meet federal avnd state mandates.
preparing reports for the compliance with program requirements and grant
conditions.

Technical Assistance

Section 1452 (g)(2)(D) of the SDWA authorizes states to take up to 2% of

the total annual Capitalization Grant to provide technical assistance to small

water systems (those with population of 10,000 or less). This technical

assistance may include assistance to potential loan recipients complying with

national and state drinking water regulations. The Commonwealth plans to use

$179,500 or 2.0% of the total annual Federal Capitalization Grant for technical
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assistance in order to continue enhancing the existing Non-PRASA section and
continue undertaking Comprehensive Performance Evalua’tion(CPE)6 . tis
essential to continue expanding the technical assistance provided and explore
new mechanisms and programs to address the needs of small systems. With
the collaboration of public and private entities these activities may be undertaken
to provide direct assistance to selected or specific communities.

As stated, the Technical Assistance Support (TAS) established by DOH -
as part of Puerto Rico’s Drinking Water Program will provide, in an organized
manner, the assistance that drinking water systems need in concert with other
Commonwealth assistance initiatives. The purpose of the TAS is to use the
DWSRF and set-asides limited resources effectively and efficiently. Though the

TAS has the following priorities:

" Capacity Development Program,
" Area—Wide Optimization Program,
. -Circuit Rider Program.

During this year, DOH will focus on Capacity Development and Circuit Rider in
an effort to cope and to certain extent harmonize DOH’s TAS with the
Sustainability Policy (the Policy). DOH understands that it is necessary to
continue ;the implementatioh of the TAS and in this process evaluate/revise it or
undertake minor qhanges that will take into consideration the Policy to the extent
of the availability of funds.

The validation of a small system CPE was completed few years ago. On a

yearly basis new systems are assisted by implementing the CPE while follow up

® DOH has develop an adapted CPE that has been validated and is used for evaluating small systems.
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is provided to systems where the CPE wés completed.

In regard to the Circuit Riders Program, during this year the programming of the
implementation in other systems is expected in order to continue expanding it.
DOH completed the preparation of a request for proposal and expects to .execute
a new contract or amend an existing one if necessary where two concepts
Capacity and Circuit Rider are mingled in order to provide technical assistance.
In addition, the pilot project for introducing and providing security and
emergency response concépts into small systems is expected to be completed
by December 2012. It is the Commonwealth’s intention to increase the number
of available sources or providers of technical assistance to small systems in
order to outreach a greater number of systems, increase the number of systems
that are in the process of attaining compliance, increase the number of
systems/communities» that are benefited through the targeting of subsidies;
improve systems compliance and operation, increase knowledge of the need to
comply with the SDWA, improve and méintain the quality of water served, and
thus, ultimately, protect the public health.

These priorities have several activities associated which are described in
detail in the Work Plan.  As stated previously, there are certain activities which
are on-going and will be undertaken annually as part of the follow-up to
previously‘ funded activities. Other activities have a specific time frame for their
completion, while those associated to a contract or a pilot project may range in
time to up to two (2) years.

7.3 Small Water Systems (Non-PRASA)

DOH has an existing small water systems program (Non-PRASA). The
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DOH Non-PRASA program provides technical assistance and guidance to
communities by considering project alternatives, determining project priorities,
and advising communities on selecting the simplest project, using volunteers and
avoiding duplication of services.
The activities to be undertaken include:
" acquiring, training and orienting new program staff;
. holding community meetings to explain the Non-PRASA
program and its advantages;
. upgrading the record keeping system to facilitate periodic

status reports;

" train and certify if necessary existing staff as certified
operators
" assignment of existing staff to provide training and

orientation to systems owners or operators; and
. assist systems’ owners in order to facilitate the certification
of the operator.

This very successful Program needs to be expanded to service more
systems and to provide uniform coverage within the Commonwealth in their
process of attaining compliance. For this reason, other private or
Commonwealth agencies may be used to provide technical assistance for
aspects of management and coordination of small community drinking water
projects, in accordance with the existing Non-PRASA Program.

It is necessary to continue expanding and outreaching the number of

communities that are being evaluated and receiving technical assistance for
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financial and managerial aspects of capacity development, in order to improve
the quality of the water served by the Non-PRASA systems and, thus, attain
compliance.

As it has been stated, since FFY 1998, the goal of the technical
assistance initiative is to provide assistance to small public water systems to
enable such systems to achieve and maintain compliance with -applicable
national and state drinking water regulations. The Commonwealth has used this
set-aside to provide technical assistance, among other things, by performing
Comprehensive Performance Evaluations (CPE)” and by implementing the Small
Systems Strategy, in order to provide the drinking water systems with different
assistance mechanism to bring into compliance. This assistance will be directed
towards addressing the technical, financial and managerial issues necessary to
attain compliance. DOH will continue using it as a tool in the Area Wide
Optimization Program. The optimization of systems is also considered in their
evaluation. M'oreover, DOH will expand the outreach to other systems and will
continue implementing the use of the small systems CPE methodology
previously validated. Technicallassistance in the revision of CPEs will also be
undertaken during this year. In addition, it is the intention of DOH to enter into
partnership with a private entity in order to enhance the CPE by performing
Saniiary Surveys.

During this year will give oversight to 48 systems that will be subject to |
sanitary survey and will be evaluated taking into account within others the

optimization of the system and will provide follow-up and guidance in the

7 Including the adapted CPE for small systems
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implementation of their compliance action plans in order to provide the tools for
optimizing them and re-enforce the maintenance and/or attainment of capacity.

Concerning the PRASA Systems in terms of the CPE’s, through a bilateral
agreement between DOH and PRASA, these were to be conducted by in-house
(state) staff or approved third party experts who have received certification by
PRDOH. During FFY 2012, DOH, as necessary, will continue evaluating the
profiles of experts and will certify them for undeﬁaking CPE'’s, in accordance to
the AO/bilateral agreement.

The primary goal of the CPE is to review and evaluate the capabilities of
an existing treatment facility to detefmine if it is meeting current standards and
performance goals. |n addition, the CPEs will assess whether the optimization of
facilities will assure compliance with current and future standards and
regulations.

Training of field staff responsible for follow-up, making equipment
available when needed, and holding at least one workshop per year on
troubleshooting techniques will be necessary.

7.4 State Program Management

The SDWA authorizes states to take up to 10% of the total annual
Capitalization Grant to support State Program Management activities, including
implementation of an Operator Certification Program and a Capacity
Development Strategy. DOH reserves the authority to take from future
capitalization grants funds not requested at this time from the FY 2012
capitalization grant in the amount of $ég7,500 or ten per cent (10%). States are

required to match this set-aside on a one-to-one basis above and beyond the
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20% match required for all capitalization funds. This amount can be matched
with the credit of match and overmatch provided by the Public Water Supply
Supervision Program (beyond the required 25% PWSS match).

7.4.1 Operator Certification Program

The Commonwealth of Puerto Rico, through DOH and the Puerto
Rico Department of State, State Drinking Water Treatment Plant Operator
Certification Board (the Board) established the Operator Certification
Program for Drinking Water Systems, in accordance with the SDWA,
which was approved by EPA on September 2002. Puerto Rico has been -
implementing this Program since its approval. The federal law also
authorizes $30 million nationally, annually, to support reimbursement of
expenses for the training of non-salaried operators at water systems with
populations of 3,300 or less people. EPA approved the reimbursement
grant on September 30, 2003.

DOH will continue promoting awareness of upcoming regulations in
order to ensure adequate operation, reduce system’s non-compliance,
and expand the training resources available in an effort to improve
pass/fail rates of operators taking licensing tests, thus, fostering systems’
compliance by implementing the OCP. Meetings with the Existing Board
on Operators Certification will continue.  Orientation, training and
certification of new technical staff concerning operation certification
requirements and compliance with the SDWA will provide continuous
‘support/assistance to systems subject to the training plan.

DOH goals for the Operator Certification Program are: to review
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the adequacy of existing training programs as to the geographic
distribution and quality of the training provided; to address the training
needs of the operators who will need to be cenifigd in the next few years
by outreaching systems and making them available the trainings and
compliance requirements and to implement the reimbursement grant to
assist systems operators in their training certification process, in order to
attain compliance and train and certify staff as operators which in turn that
can continue providing oversight for future operators’ compliance with the
license requirements.

Currently, DOH is administering a contract for the implementation
of the reimbursement grant and has amended the operator
reimbursement grant and the contract in order to include new systems’
personnel that will be trained and will be under a direct supervision of a
certified operator in order to assist them in the compliance of the
requirements needed to obtain the operator certification license.

By means of the Operator Certification initiative, DOH expects to
continue advising the Non-PRASA systems and the transient and
untreated community systems of the future need for certified operators
and the qualificatidn they shall meet. In addition, oversight of the
Operator Certification Reimbursement Contract will continue with the
evaluation of Progress Reports on activites undertaken for the
implementation of the training plan.

7.4.2 _C_:_abacitv Development Program

Under the Federal Capacity Development Strategy, as outlined in
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Section 1420 of the SDWA, the State must have the legal authority to
assure that all new water systems demonstrate adequate capacity and
have a capacity development program in place by October 1, 1999. The
Commonwealth of Puerto Rico developed a capacity development
assurance plan that was approved by EPA on September 1999 where
procedures for undertaking the capacity assessment of new drinking
water systems were established. On August 4, 2000, DOH submitted to
EPA, the Capacity Development Strategy, which was approved by EPA on
September 29, 2000. Up-to-date, DOH has complied with all required
reports and documentation related to the Capacity Development.

The goals of the Capacity Development Strategy are to discourage
the formation of new, small, non-viable public water systems, and to assist
and encourage the consolidation, collaboration and regionalization of
existing non-viable systems. Attachment |l (Capacity Development
Program) summarizes the Capacity Development elements considered
when assessing Capacity.

In order to continue meeting federal capacity development
requirements, the DOH, has established certain strategies and is
undertaking activities such as, the evaluation of new public water systems
with thé capacity development checklist developed by DOH (See
Attachment Ill - Checklist Capacity Development program New Drinking
Water System Capacity Assurance Plan), and the economic assessment
of viability of proposed systems. Also, DOH continues the search and

identification of those agencies and institutions that would have an interest
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in the development and implementation of a capacity development
strategy. |

Thus, together with these activities, DOH expects to continue
enforcing the Legal Authority provided by the existing statutes.
Community water systems and non-transient, non-community water
systems with a History of Significant Non-compliance (HSNC) are
evaluated. The states have to implement in the Capacity Development
and the DWSRF programs actions to reflect the new Enforcement
Response Policy (ERP) and the Enforcement Targeting Tool (ETT). DOH
is currently undertaking the transition from the evaluation of systems
through the traditional HSNC to ETT. The terms “historical significant
noncompliance” and “significant noncompliance” are to be interpreted for
purposes of the Capacity Development and DWSRF program
implementation as systems with ETT scores of 11 or greater. This policy
change is effective beginning in Fiscal Year 2013. Under this new
approach, the states will not be required to submit a list of HSNCs every
three years. It is the intention that the list generated as part of the ETT
can be used as one of the ways to identify systems that may lack
technical, managerial and financial capacity (TMF) and prioritize the
assistance that can be provided. Thus instead of reporting SNCs, states
can indicate, which of those new community and non-transient non-
community water systems have at any point during the first three years
of operation, had unaddressed violations that incurred an ETT score

greater than or equal to 11. Under the ERP, these systems are

44




7.5

considered a priority system by EPA. This can provide a tool to determine
steps to help the systems return to compliance. DOH has complied with
the quarterly reporting with the ETT and it is the intention to continue
doing so. as well as to comply with the inclusion of said information in the
Capacity Development Report.

As stated previously, DOH will continue providing assistance with
the intention of conducting systems towards compliance with the Capacity
Development Program, and increase the number of systems in
compliance with the SDWA. This will be undertaken, through several
approaches and contract undertakings as well as though the regular
compliance assistance.

Special Activities Local Assistance And Other State Program Up to

15% No More Than 10% Activity

Section 1452(k) of the SDWA authorizes states to take up to 15% of the

annual Capitalization Grant to assist in the development and implementation of

local drinking water protection initiatives by providing assistance in the form of

loans for land acquisition and source water petitions projects. No more than

10% of the Capitalization Grant can be allotted to any one of these special

activities. The Commonweaith is not proposing to take or use any of the allotted

set-aside funds from the FFY 2012 DWSRF Capitalization Grant for the following

programs.

7.5.1 Land Acquisition
Funds in the DWSRF can be used to purchase land integral to the

construction of facilities, but not for other purposes such as watershed
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protection. A separate 10% set-aside could be used to establish a
separate low-interest loan fund for land acquisition, particularly for
watershed protection. The Commonwealth is not proposing to create
such a loan fund at this time. There may be other existing programs that
may be used to purchase sensitive watershed lands.
7.5.2 Capacity Strategy

The Commonwealth has used a portion of the allotted State
Program Management set-aside to develop a Commonwealth Capacity
Development Strategy. DOH, based on information available from other
Commonwealth agencies, developed the necessary strategies of capacity
development in the Commonwealth, including, without limitation,
legislative, regulatory and program changes to prevent the creation of
non-viable public water supplies and address existing non-viable public
water supplies in the Commonwealth. A pilot p‘roject for developing
capacity and for the elimination of limiting factors was completed. DOH
re-budgeted remaining funds under the Wellhead Protection set-aside in
order to use them under Section 1420(c) of the SDWA to establish a
Capacity Development Strategy set-aside to provide technical and
financial assistance support to these systems in order to avoid a back
slash in their compliance process.
7.5.3 Source Water Petitions

As part of the State's Source Water Assessment and Delineation
Program, the Commonwealth will assess variety of options for improving

source water protection throughout the Commonwealth. The source
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water petition program outline in the SDWA is one such option. It would
be premature to develop a loan program to fund source water petition

partnerships before this assessment is compieted and released to the

public.
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The following table summarizes the set-aside established.

SET-ASIDES

MMONWEALT |
PuertoRico

Set-Asides
Administration 4% $359,000 4% $359,000
DOH & PRIFA
Technical Assistance 2% 179,500 2% 179,500
Management Programs **
(Requires Dollar to Dollar o 0
Match) 10% 897,500 0%
Capacity Development
Operator Certification
Special Activity Set-Asides 15% 1,346,250 0% 0
(No banking allowed. No more
than 10% for any individual
component under this set-aside)
Land Acquisition (10%) (897,500) (0%) 0
Capacity Strategy (10%) (897,500) (0%) 0
SW Petition Programs (10%) (897,500) (0%) 0
Total Set Asides 31% $2,782,250 6% ***$538,500

*  Based on an actual appropriation of $8,975,000.

**  DOH reserves thé right to take from future capitalization grants $897,500 (or 10% from FY
2012 Capitalization Grant) to be used for activities under this set-aside.

= |n addition to this amount, $417,011 will be claimed from banking for a total of $955,511 to be
used for the operation of the Program.
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8.0

DISADVANTAGED COMMUNITY PROGRAM

8.1 Definition of Disadvantaged Community

As defined by 1452(d)(3) of the SDWA, a disadvantaged community is
one in which the service area of a public water system meets affordability c_riteria
established after public review and comment by the State in which the public
water system is located. In the Commonwealth, drinking water ‘projects will be
reviewed to determine funding eligibility and scored based on an established
priority ranking system. Communities whose water projects are ranked high
enough will be evaluated for hardship based upon a comparison of projected and
programmed service charges (total debt service plus operation and maintenance
costs) for a typical household expressed as percentage of Median Family
Income (MHI) for the service area. The DWSRF may provide additional financial
assistance to water systems serving communities experiencing economic

hardship. Additional financial assistance will be accomplished by first reducing

the interest rate as necessary to lower the projected service charge to the

Proposed Service Charge (PSC). Other financial mechanisms such as principal
subsidy or 30 year loan terms may be available to provide increased financial
benefits. Although up to 30% of the Capitalization Grant can be used for loan
subsidies, the Commonwealth has not use this mechanism, in order to preserve
as much DWSRF capitalization as possible to meet the strong demand for
financial assistance throughout the Commonwealth. Projects, which qualify for
financial hardship assistance, will be provided with written confirmation letters
and in future IUP periods placed on fhe Multi-Year priority list as Hardship Loans.

Written hardship confirmation will be limited to projects that have a total
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numerical score greater than (or 'equal to) the project with the lowest score
(excluding bonus points) eligible to be funded from the current multi year list.
Hardship projects with this score or higher will be selected from the Multi-Year
List. Written qualification for financial hardship assistance will remain valid for
two consecutive annual federal funding cycles. If a project has not been
selected for funding during this period, it will be removed from the fundable
portion or readiness list identified as Hardship (and re-listed on the Multi-Year
List) unless is re-qualified as a Hardship Loan project.

Confirmation that a project qualifies for hardship assistance will help
facilitate funding coordination with other agencies such as Rural Development,
and Housing and Urban Development (HUD). Coordination of joint funding of
projects will be done on a project by project-basis.

8.2 Affordability (Hardship/Disadvantage System) Criteria

The purpose of the affordability criteria is to determine which public water
systems are eligible for financial assistance beyond _the ordinary benefits
available through the DWSRF. The additional benefité will assist economically
disadvantaged water systems in the construction of eligible drinking water
projects.

8.2.1 Affordability Criteria

This Criterion is design to assist systems most is needed on a
household basis. The points awarded for this Category are documented
by the latest census information. For those systems, identified as
disadvantaged, priority points will be awarded based on the Media Family

Income Levels (MFIL) (See Attachment IV).
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8.2.2 Hardship Financial Assistance Criteria

The determination will be made as follows:

Maximum population to be served will be 10,000. Projects
may not be segmented in order to qualify for hardship
assistance.

Refinancing is eligible through the regular subsidized
DWSRF program if qualified or eligible as reduired and
stated in the DWSREF. However, hardship financial
assistance is only available for new drinking water projects
for which the notice for construction to proceed was given on
or after July 1, 1993.

The applicant for a DWSRF hardship loan must demonstrate
that it can repay its debt obligation, has a satisfactory O&M
procedure and can comply with DOH/DWSRF Capacity
Development Program.

Projects that are determined eligible for hardship assistance
will receive a written confirmation of eligibility.

Confirmation of funding availability will be valid for two
consecutive annual federal funding cycles provided that the
projected service charge does not change significantly.
Confirmation of funding availability may be withdrawn if: the
applicant féils to demonstrate satisfactory progress towards
projectr implementation; the infofmationr on which the

determination was made changes prior to loan closing; or
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the applicant fails to demonstrate that it can repay the loan.
8.2.3 Projects Likely to Receive Additional Assistance Payments

(Hardship List)

Systems with projects eligible for funding in this IUP will be required
to submit the financial information listed above, as well as any additional
information requested by DOH. Hardship determinations will be made as
project information becomes available. |
8.2.4 Additional Subsidies

Notwithstanding, the regular subsides provided by the law during
the last few years the Procedures for Implementing Certain Provisions of
EPA'’s Fiscal Years Appropriations Affecting the Clean Water and Drinking
Water State Revolving Fund Programs have required the establishment of
certain percents for subsidies and DOH has complied with the
requirement by establishing mechanisms for targeting and awarding the
funds and the percent.

EPA has stated that under the DWSRF “the first priority for States
is protection of water quality (in the CWSRF) and public health (in the
DWSRF) based on the Clean Water Act and Safe Drinking Water Act,
respectively’. Notwithstanding, the Appropriations Act provides for the use
of the additional subsidies provision as  opportunity for the States “to use
the subsidy assistance to further additional objectives that supplement but
do not replace the statutory objectives” above mentioned. Moreover
“EPA’s Clean Water and Safe Drinking Water Infrastructure Sustainability

Policy (October, 2010) and relevant provisions of the HUD-DOT-EPA
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Partnership Agreement (June, 2009) provide the basis of EPA’s policy
advice to the States on the use of the additional subsidy.” Base on the
above, “the Sustainability Policy encourages States to target the
additional subsidies to communities that could otherwise not afford an
SRF loan. These communities may include, for example, disadvantaged
communities or environmental justice communities. The Policy also
encourages States to use their subsidy authority to fund the development
of plans using the Planning for Sustainability Handbook.”‘
In targeting additional subsidies, Puerto Rico will provide during this year
not less than 20% ($1,795,000) but not more than 30 percent
($2,638,500) of the FY 2012 capitalization grant to provide additional
subsidization in the form of grant, as established in thé EPA
Memorandum for this fiscal year DOH will not exceed 30%.

The recipient of the grant must identify projects within at least one
of the following categories in order to receive the additional subsidies:

a) projects that will eliminate or consolidate small system,

b) projects that support sustainable systems and help build or
maintain the technical, financial and managerial capacity of the recipient,

C) systems related to communities or serving directly a
community that could not otherwise afford the DWSRF loan including
disadvantaged communities as defined by the Commonwealth.

If the recipient has projects that could be identified under one or
more of the above mentioned categories, for each additional remaining

category the percent will increase by 5%. The subsidy will be awarded to
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eligible recipients as follows:

" to project(s) by priority order and the qualifying category and

until the subsidized amount is completely used.

In the case that there is ‘onIy one recipient the subsidized amount
could be awarded in any of the following manners and until the subsidized
amount is completely used.
| o to project(s) by priority order and the qualifying category,

o directly to the project(s) identified within the qualifying

categories,
) the project(s) first received and ready to go,
o the most expensive project s).
PROJECT PRIORITY LIST

9.1 Project Selection Process

Federal law requires the 'Commonwealth to develop a Project Priority
Ranking System. The priority ranking system establishes a list of eligible projects
to be funded in a manner consistent with the SDWA such that compliance is
given the highest priority. The DOH proposed that Priority will be given to water
systems in non-compliance with the surface water treatment requirements, and
those incurring acute, primary or action level violations as defined in the SDWA.
Addressing these problems will protect the public health of the water users and
will bring water systems into compliance with the SDWA.

The next priority has been given to systems that address the most serious
risks to public health'therrefore the highest priority will be given to acute public

health risks, particularly those related to microbiological organism. Situations that
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pose chronic and longer-term risks to consumers, such as organic chemical
contamination, are also considered.

The scoring criteria, also considers issues related to infrastructure
upgrading or replacement. The project ranking system also considers, as
mandated by the SDWA, special allocations and restrictions on the use of
DWSRF monies for diéadvantaged and small systems. A detailed-description of
the Project Priority Ranking Systems is included as Attachment V (Systems
Criteria ‘and Ranking Methodology (Summary) to this IUP. A checklist as to the
information to be provided by the proponent is included as Attachment VI (Check
List for Priority Ranking/Project Fact Sheet - pages 22 to 26).

9.2 Description and Use of Project List

Projects must be included in the IUP to receive DWSRF financing. This
IUP includes the following prioritized lists of eligible projects being considered for
financing from the DWSRF.

o The Project Readiness List or Fundable List includes projects
which have completed construction or will submit plans and
specifications for review and approval, and are expected to be
ready for long-term financing during the effective period of this IUP.
DOH will review the projected readiness date and the project
proposal for all eligible projects and put together the fundable and
planning portions of the list.

J The Project Multi-Year List will also include the project readiness
list which includes all those projects expected to qualify for long

provisions are made in the Project Priority Ranking System to
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bypass project which may not progress as expected. The Multi-
Year List includes projects that may be ready during the current
IUP period and, in the case where additional funds are available or
a project on the fundable or readiness portion is not ready to
proceed, these projects may substitute the ornes not ready upon a
formal request of the proponent. Both Lists may include, projects
for small systems serving less than 10,000 people.

9.3 Hardship List

This IUP does not include a Hardship List, as hardship determinations will
not be completed until after submittal of additional project information to evaluate -
qualifications for hardship status.

9.4 State Environmental Review Process/Determination of Equivalency

Projects

To be consistent with federal guidelines, the State Environmental Review
Process (SERP) ? applies to all projects receiving financial assistance from the
DWSRF. The SERP incorporates environmental review requirements of the
National Environmental Policy Act (NEPA) and its implementing regulations, and
the Puerto Rico Environmental Quality Board Act (Act No. 416 of September 22,
2004, known as the Environmental Public Policy Act derogated Law No. 9 of

June 18, 1970, as amended). The DWSRF loan applicant must comply with the

8 Delegated by Law of the Commonwealth, the Office of Permits Management (OGPe) will be undertaking certain
activities that were undertaken by the Environmental Quality Board. We have to point out that The Commonwealth of
Puerto Rico through "Puerto Rico Permit Process Reform Act, Act No. 161 of December 01, 2009, as amended,” the
process included in REPED("Environmental Quality Board Regulation for the Presentation, Evaluation and Transmittal
Process of Environmental Documents” (REPED)) states that the Permit Management Office (PMO) will undertake the
assessment of the environmental compliance process. This regulation as approved provides an assessment process
pursuant to Environmental Policy Act (NEPA), performing substantially similar to Puerto Rico Regulation for
Environmental Impact Statements. The process was design in accordance with the Environmental Public Policy Act of
Puerto Rico, Act No. 416 of September 22, 2004, as amended.
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SERP in order to receive DWSREF financing.

In accordance with the SERP, all DWSRF financed projects are classified
as either Tier | or Tier Il projects. Tier | projects, also referred to as
"equivalency" projects, refer to those DWSRF projects that are ﬂnanced by loans
whose cumulative total is an amount equal to the federal Capitalization Grant to
the State. Tier Il projects, ("non equivalency" projects), refer to all other projects
that receive DWSRF financial assistance. | |

Tier | projects must undergo an environmental review consistent with the
National Environmental Policy Act (NEPA). For the DWSRF program, Tier |
projects will include:

o projects for which an environmental review consistent with NEPA

has already been completed; and

) projects that meet the definition of a NEPA categorical exclusion.

If necessary, additional Tier | Projects will include:

. projects for which applicants have voluntarily undertaken to

complete a NEPA equivalent environmental review;

) projects that have a particular environmental significance, due to

the nature and scope of the projects; and

o projects for which the environmental review can be considered

functionally equivalent to NEPA environmental review, with some
minor additional elements.

Tier Il projects refer to the environmental review requirements of EQB with
additional requirements that may be impos‘ed by the SERP for the DWSRF

program. Applicants will be notified by DOH and EQB whether their project(s)
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proposed for financing through the DWSRF program fall under the category Tier
| ("equivalency") of Tier Il.

9. ATTACHMENTS
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. Attachment |
ESTABLISHMENT OF THE TECHNICAL ASSISTANCE SUPPORT (TAS)



‘"The DWSRF and Capaoity Development programs created by the 1996 Safe Drinking Water
(SDWA) amendments, empower states to help water systems improve their abilities to comply
with the SDWA and protect public health. It is DOH's respohsibility to protect the public health',
as well as to undertake the enforcement of the Safe Drinking Water Act. Been a primacy agency .
DOH is also lead age_ncy' for the DWSRF.  Through the DWSRF, funds are available to
-undertake these commitments while technically assistin'g the drinking water systems. There are
several sub-programs such as technical assxstance capacity development operator certlﬂcatlon
source water assessment that avail and support the assistance process. DOH has established a
Technical Assistance Support (TAS) as part of Puerto Rico’s Drlnklng water Program. TAS will
provide in an organized rhanner the assistance that these systems need and m concert with
other Commonwealth assistance initiatives. The purpose is to use of the SRF and set-aside
limited resources effectively and efficiently. The TAS established the following priorities: '

Capacity Development Program.
Area -Wide Optimization Program

Circuit Rider Program

Having these priorities there are activities associated to each one:
A. Capacity Development Program Activities:
DOH established a Capacity Development Strategy, which is dlrected to assist small

systems. The goal of the Strategy is to assist systems so that they can attain and

maintain capacity in order to reach compliance with the SDWA.
Several projects directly associate {o capacity development are in process:

Capacity Development Project. With this pilot project in plaoe, the use of the capacity
developmént manual developed by -DOH for this purpose will be implemented and
validated. This manual is a tool that will ~assist and guide the systems in
understanding and attaining capacity. A Comprehensive Performance Evaluation
(CPE) designed for small systems by profiling the system will be implemented. It will
also use circuit riders approach to provide techntoal' assistance for compliance with

the SDWA. Also systems will be profiled before and after the use of the manual to
measure capacity progress.

Operator Certification Project. With this project the systems are.been assisted in the
process of oomplylng with the federal and state laws concermng the certlﬂcatlon of

operators. Approximately 900 persons are expected to be trained in their own

" system thus technicat assistance will be undertaken simultaneously  because




operatlonal adjustments will happen as part of the tralnlng and more than 300
~operators are expected to be certified. In addition train the trainer session will be
-undertaken to assure continuity of the certification process

Small Systems Securlty Project. The' project is expected to incorporate into small -

'systems, ma)or security concepts considered in the securlty program in order to

prowde these systems with the necessary tools for the protection of their water
- system. This project will be coordinating work groups respo_ns_e to an Emergency
Response Plan and Vulnerability As:sess_ment targeted towards small systems.

Small Systems Source Protection Initiative. The initiative will ensure that systerns
understan‘d their role in the public health.,protection by protecting their source and -
making available' funding programs to that effect hased on the knowledge of the

“health risk associated to the contamination of their source. This initiative is in
accordance to the Commonwealth’s Source Water Assessment Program (SWAP)
established as approved by EPA where the goal of the SWAP program is to provide

, meaningful information to direct ongoing source water protection efforts and the overall
drinking water program in Puerto Rico. Efforts to identify potential sources of pollution
will focus.on assembling useful information that will address the' greatest threats to
drinking water, guide future source protectlon efforts, and direct the DOH pdblic water
system supervision program. The SWAP will provnde the information needed to develop
programs within the muitiple barrier concepts The major results of the program will
direct where and how intensified, site- specnﬂc source water protection will be needed

Up to now DOH has

1, Compiled 1,251 geographlc coordlnates for the components of publlc water

systems:
» 878 PRASA coordlnates
s 373 Non-PRASA coordinates

2. Developed an inventory of potentlal sources of contamlnatlon
° 8,524 (PSC)

3. Susceptibility analysis
* 498 systems with sensitivity
* 320 systems with vulnerability (703 components)
320 systems with susceptibility (703 components)

B:- Area -Wide Optimization Proqram Activities:
. Develop an Area Wide Optlmlzatlon Program (AWOP) to identify performance problems
and prioritize SRF resources and activities to improve performance at defined small water -

systems.



a. Opfimization Programs. They will provide for the effective and efficierit use of the

federal and state’s limited resources while assistance is provided to the systems and
operétional adjustments are undertaken to improve performance and compliance.

b. Small Systems CPE. The Comprehensive Performance Evaluation (CPE) has

been adapted to small systems as a procedure’ to evaluate their performance unit
treatment process and factors limiting performance.

c. Priority List. Systems will be prioritized by the use of a‘priority list in order to attend
thé sysfenﬁs based on .fhe needs and health Based violations. "

C. Circuit Riders Program Activities:

1.

Technical Assistance. DOH has offered technical assistance to systems through the -
Public Water Supbly Supervision Program (PW-SS) of the. Department of Health Drinking
Water program. The DWSRF Program since its establishment has provided support to
the PWSS. 'Several state environmental projects with EPA have been undertaken.
Assistance is provided in the areas of operation, maintenance and compliance process.

Also. advise is offered on the enhancement and need to rehabilitate infrastructure to attain

compliance. -

2. Circuit -Riders Project.' With the project assistance will be provided to more

communities in order to develop the Capacity and AWOP programs.

3. Circuit Riders Partners. This initiative intends to broaden and increase: the number of

human resources that provide direct assistance to the small systems, the training skills
in order to lead and target the efforts towards small systems to ensure that these
systems have the tools needed to comply with the drinking water regulations. The
drinking water program has coordinated government efforts to assist these systefms and
has participated with other agencies, including EPA, as well as private entities, which
have participated in partnership to assist them technically and economically on this

regard.




Commonwealth of Puerto Rico
Department of Health
~ Drinking Water Division
Drinking Water State Revolving Fund

Technical Assistance.Support (TAS),

Commeanwenith of Pyerts Rirp

. Department of Health

CPE} smé"ll'system:s a
Optimization Programs
Priority List

Capacity Development Strategy
Capacity Development Project
-+ Operator Certification Project

- Small Systems Security Project

- Small Systems Source Protection
Initiative

Circuit Riders Prog"ram‘

_ Technical Assistance
- Circuit Riders Project
- Circuit Riders Partners




Attachmeant )
CAPACITY DEVELOPMENT PROGRAM




CAPACITY DEVELOPMENT

Tho Safe Drinking Water Act (SDWA) Amendments of 1996 (Pub. L. 104~

| 182) authorize a Drfn}ff&g Water St‘até Revulving Fund f’bw&‘?ﬁ‘. .Tfré HWSRF iz

.a‘esfg}:réa‘ to assist ,aubfff:!y owned and p;fvaté!y oivnsd community. wfér systoms

| ahd noﬂpmﬁf .noﬁ-cammunfty water systems .fn finaﬂcﬁ:’g the cosls of
>.énfré'sfmcfﬂre “ needed fo achlieve or maintain compliance wifh S‘QWA

reqguirements, and fo meet the public health objs’cﬁyes of the SDWaA, Section |

1452 (.é)(.b‘)»'af the BDWA prohibiis a state from providing DWSRF assistance fo a

system that lacks fochnical, managaﬁa?, and financial capa:_:!ty or Is in Slgnificant

Non-Compliance "SNC" with any mquf:iemenfs éf a national primary . drinking

wafter regidation ol Vaﬂance, unfess: 1) the use of the financlal assistahce MH

- enstire SDWA compliance, ar (2) the om".rner or cperataf of the sysfam agrees fo

undertake foasible and appmprfate cﬁahges to a&su@ that adaquaré capahifities

wifl be pui in place, and agrees fo fmpfamenf sielt changes,

The following Is a screening process used fo assess the tachnical, managerial,

and financlal capacity of any DWSRF projfect sponsor.

I Technical Gapacity |
_ Technleal l‘;:apacffy re_-fem. fo the adequacy, qpsrah‘bn and malitenancs of a

Water' system's mfr:_;srmcfufé. To assure atfequate fechnical capacity, a project
sponsor must demonstrate fhaf.its water system has adequate source water and
adlequate mfras:‘ruc-fufeg_ and must .demona;frafe‘ fhaf It.é water system fs operaterd
by persahnef wffﬁ technical knowledye about applicable étandards. in as&essfﬁg

the tschnlcal capécfty of the watey System, the Deparément of Heaffh‘ Wit revféw,



in addition to other Infarmation, the folfowing ifems ‘r‘egar‘ding “the ﬁmjsct

sponsolry

1,

4,

SDWA Compilance data Including recent sampﬂng resalfs, fnspec:ﬂoné

reports andlor Sanltary Surveys fo fdem'h‘jf acfuai and pafenﬂ‘a! pmb!ems

that might lead fo non-complianae or degmdatmn af cfrmftfng water quaﬁfy.

operamr Certitication to evaluate If fha water system Is aperatfng eirfar an

eperator certlified by the Cottmonwaalth, with the appruprfafe certiffeation

elassiffeations and In accordance with operator certification progrant as

stafed in the SDWA,

Su’scépffbmty assessments as estabiished by DOH on fhe Source Water

Assassmant Frogram (SWAF}! fo dafennfne patenffaf sorce  waitar

cantamination.
Enforcament actions, adminls frative consvem‘ ardars, ar' directives issued fo

the water sysfam, requiring corrective actions lo ensure compliance with

the SOWA,
Comprefiensive Performance Evaluations (CPE's) fo anafyze @ surface

water fregiment pfant’s perfarmance.,
Consumar Complaint Recards {o fdentiy facﬁnfcai problems with the water

. system (e.¢., adot, taste, or fow pressie sourc:errcapac!fy to supply actusl

demand) . o

' Engfneeﬂng raports, profect and fang»ferm planning n’c:cumenfs, far

improvements fo enstire compllance with Federal and Commonwsalth

: -S_DWA Freguifations, rules, and sfafufes.




Note: Significant Non-Compliance refors to jong term repeated violations

that cnnsﬂt:u'té & thread fo ,tiubffc health, A suknma:y of sigrfficant non-

compliance is attached fo this document.

" Deslgn iz in compiance DOH ragufafion,
" The profect sponsor's st demonstrate adeguate technical capacity as

foffakys;
: 1_'
complfance as defined by EPA.

Tﬁe profect sponsor and its water sysfernr has no continuing

The project sponsor and its water system are not in significant non-

..
.qufa'f.‘nns’ under the Camrﬁanwsafm faws and regulations.
3 The prajfect sponsaor Iz aperafing lts water system under g certifiod

pperafor, or the appropifate cettification pursuant a‘o Commanwoaith :
Operator Certification Process, VOWSRF Opemfor Certification ngram
(Act No. 83 of July 13, 1978 as amendad by Act 29 af Janwary 186, 2002 and
Acf Hc &8 of May g, 2002 and by the Regm’aﬁnn Yor the Certification of
Opsramm _af Systems and/ar Treatment Phants for Drinking Water and’
Wastawater, wiich darogatod Reguiation No. 544'0 of June 27, 1996.

' [l Managerisf Capacity ‘ ‘

Managerial Capacity rgfers fo the personnel expertise required fo
administer the overalf waler gystemn o_beréﬂans. Tb ésstma adac}uafe managerial
é:apéc!fﬁ ffie profect sponsor mst demonstréfe thaf relative 1o e't’:;s wafer sysfen i
- has cloar ownarship, proper and organized s_tafﬁng, e_md éffecﬂve interaction with

ragulators and customers. i assessing the manageﬂa_f capécffy of the wafer



systerm, the DOH, in consultation With ffré Fuerto Rico Depariment of Stale

Drivking Water Treatmest. Plant Operator Certtification Board and in accordance

with fhe DOH/Departmont of Sﬁafs- Drinking Water ,T}'éaffneht Flant Operator

Cortification Program and othor Cotmmonwsaith Age:lc;és, as appropriate, shalf

raview, in éddfte‘on fo aiffrer nformation, the fofféwfngs Hems regarding the project

- sponsar

1.

A SUmméry af 'Bfugmphfas, Reswumes, an:{ athor rafafed matfertal froﬁ the
previous § _\,éeam, o defehming fhe frax‘nfﬁg, -véxpsrﬁsue and educatfan of
parsernel, .

Buginass or Walter System Pfan to ovaluate manageménf's overall practices

and  ownership accauniahiiity o éss._fs:‘ in ovaluating the owner's

unrderstan ding of curratit DOH regufa:fdns and professional oraciica.

A summary of hifiing and coflection procedures used for the wafor sysfem

from the previous § years.
Constmer Complaint-Records within the previous § years fé Idenfify the -

watey system's responses fo customer complainis.

Dociniefits that demonstrate ownership aceountabilify/and ovidence of the

- community Incorporation.,

Evidence of the caompliance andfor the corresponding endorsement of
othet Camimonwealth Agencles concerned with the construction process

of water systemns,
Adm!n_fsfr‘aﬂ\.{e Stryeture  Flow Chart and Membership sefecf;‘orj 'or

establishment procedure.




8.  Legal document specifylng and assuring the compliance of the System

with the SDWA Régufaffan including mecﬁéﬂ.‘sms for user charge foe or

procass
h‘.’:!;% projecf spansars mirst n’emunsfmte adeqrﬂata managatial capar:}fy as’

foffows:

hf -+ The prafe et sponsor or its water sysfem shall not bre in receivership;

2-"‘ The pn:-n}ecf sﬁ;onsor demonsfrat&s fo the Department's satisfaction
tha: it has clear ownersmp of the wailer sysfem or fhat othar arrangements
‘drain piace fo satisfy the mana,geﬂaf capacily raguirermants; and |

‘3. The praofect sponsor and its water systom do ot have any
- continuing viclations of mgufmmsn ts, tiles or staiules of the DOH'S

and other C;nm&mn weaith Agencies as applicable. |

Il Floaicial Capacity

anana!af c&pacﬂy'mfers fo the abfifty to ac:qu!ra -generat‘e'and man'age

the cast uf‘opéfm‘mg, maa‘ntafnfng, amd improving fhe wafer sysfem and achiove
~and maf:}fafn campliance with SDWA requiraments. To assure adequate financial
c.-a,o'a c!ty; t{n_e project sponsor must g’emon_sﬂ‘are that refaﬁVs fo ifs wa férsys(em it
hasi sufff&:}‘gnt revenires, fiscal m;m:'afs and credif worthiiness, In asse,ssfng fi1e
Fnancial r;_;‘apacffy of fhe. w;_ater system FRIFA/GDB, will congucted and evaluate In
coordinatfon with DOH as'appmprfate {ih accordance fo thelr standard operation

' pracéa‘urés} 'fh_e, Anancial capability anafysks to defarmine revenup generafing and

pay back capabilifies of the borrowsr pro}ecf'spunsak through information



raguire and fo ba provided on-tfe Business Plan,
1, Business F!an" and financial Information, including, were available but
ot imited to the foliowing, shall be valuated:

a.  Flnanclal statements or annual audit reporis for the previous three

————

e ' scﬂedmas are unavaf!ab}e fhen cfceumants indicafing fhe pmjace‘.

L AWRSIE-

3; 5pnnsors access fo credit for opemtf@ns and com‘fngancfes fo

demansrrafe the profect spofsor's capabrfmf to repay debft,

ST A summary of any pending f;tfgraffnn regardfng current or pmpused

rares

d. Fadsraf and state income fax returns of the pmjects sponsat for the

e

. pmvfous 3 yiaam

o Current aperaﬁng budgaf and pm;ecfad budgef for a ﬂfe yoar oF as

avaﬂabfs period fncrudmg debt service on the toan and any rafe

s

“iosohiachtle adjustments: B :'::.,—.:—.-

e

w—‘{’g}* - Rélfenns pmject’fans Incfuu'ing any sssampﬁnns o which the

RN 'pmfeaﬂuns are hased. Total annual percentage of budyetary

'-_.--:-- fncreasas, annval percentage Incroases fo meef foan

o .' repayment and qfher; non-foan project costs, and time when
sattte shall take effoct should be Identiffad and !nm‘&ded.

(1) Expenses projections Inciuding a “ccpy of fﬁe Cépf‘fa.-’ Budget

and as_sumprfuns_oh witich the pro}ecfidns are basad,




() Plans for rate increases.
£ Composition of customar base
B Tﬁe ﬁfa}ecr sponsor's watar sysfems meot the standards for adequafe

financial capacr’ﬁr If the foflowing Is mat;
1, ’Easfnesé Pfan has bea_n review and approved by DOH and GDB/PRIFA

 were applicable. |
The referenced Capaclly Dovelopment Chacidist summarizes and outlinos
the above mentioned activities. ‘

I, Long-tarm Capaclly
DOH, whera appro,br!afe, wiif axsesy whelfier a profect sponsor and ifs

waler systom has a long term plan fo undertake feasible and appropriate changes
in aperﬁffans hecessary fo déve!op aden;mareg capaéffy. !nfarmaf;‘nn- zuch as
enginaering raports and other avaifable .-‘nformaﬂaﬁ will o used In making these
gsgessmeniz, Plan review procedures for these systéms are being da;fefoﬁed,_
and may be‘ers'febffsbed and dizcuszed in the Standard Gperﬁtx‘ng Procadiires of

DOH, DOH has inftigfed and wilf continue to encourage consolidation of water

sysfoms in an effort to improve capacity,

v, Systems with inadequate capacily -
A waler system that requires improvemer! fo oblain adequate capacity can

appfy to the DWSRF provided that the Improvements wilf ensure SDWA
compliance. DOH in consuitation with the eon’éspandfng agencies, as applicabis,
wilf make these assessmenis on a case-by-case hasls, with emphasis on

eornpliance with alf appffcabfe_ requirements rules of statutes of the cnnceméd




. agencles. The profect sponsor -must agree and demonsirate ,'fa the concarmad
- ageneies salisfaction the npleinentation of any requfm;? technical, managerial or

financial change necéssﬁty to obtalt approval by DOH, |
Vi Sysfems in;S!gm‘ﬁcantND&-Gampﬁ‘ahcs'"Srg‘i.“' _ |

| The SDWA pfthbft a sfr'n‘é ﬁ'o:ﬁ pmvfdmg DWERF assistance to; & sysfanrs
Jﬁ SNC with any reguitements ﬁn" a nafional pffm_ary drinking water reguiation or
vaifance, unfess 1) The uéa of the financial ass!sfak:rée wilf ensure SOWA
compdfance, or 2} the owner ar u,usrat_ar'-c:f tha spstam agrees fo undertake

feasible and appropriate changes fo assure that adeguate capabiiifes will be put

in plage, and agress to Implentent such changoes.

The following are procadures that could be use fo evaluate systems in SNC
whife review procedures for systems that are nat in compliance are Fully

devefaped, astafbfshed and discussed ir the Standard Operating Procedires of

falei
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L lNTRODUBTIGN .
~ Under the SDWA a system Capaciiy ls defined as the ability to plan for, achieve and

"maintain compliance with ‘applicable drinking water standards. The Capacity Development -
’ -'Program Donmhdates three basic: compcnenfs of drlnkmg water systems that are essential fmr'-
“the eﬁectwe operaﬂon of the systems: Techrical, Financial and Managenal ccmpments

FEDERAL STATUTORY AUTHORITY FOR CARACITY DE‘U‘ELOPMENT

Statutary Authcrlfy for Capaclty DBValopment is provided under Sec:ucm 1420 (a) of the
- SDWA: "State Autharlty for New Systems” and Section 1452: State Revalving Losn Fund. That
is, the State will be enfltle to receiﬁfe funds under the Drinking Wafer_Stafe Revalving Fund
(DWSRF) if it has the legal authority or other mesans far ensuring that New Gomﬁ‘runitv Waler
Systems (CWS) and Mew. Non-Transient Non-Community Water Systems (NTNCWS)

..

* demonstrate adequate technlcal, managerlal and financial capacity’,
Tha Commonwaalth of Puerto Rico, Department of Healths Capacify Davelopment

ProgramfNew Drinking Watar System Capacity Assurance Plan, will first address compllance
with Sactlon 1420 (a) under which a State must develop a program to ensure that all new
community water systems? and non-translent non-community water systems demonstrate the
technical, managerlal and flnanclai _capacfty to comply with all National Primary Drinking Water
Regulations (NPDWR’s) in effect, or erh; tc be In effact on the date of oparations®.

CAPACITY DEVELOFMENT FPROVISION AF’PL[CAT[DN
The new systems provision applles to all new Communlty Watsr systems (Cws's)*-and

all new Non-Translent Non-Community Water Systems (NTNCWS’ s)® aceording to Section 1420

In,

(a).

13action 1462 :a](i}[G}{l} NEYY SYSTEM CAFACITY - Boginning In Iscal year 1999 the
Adminkslrator shall wilhbold 20 % ol esch caplialzafion granl mada pumtanno Ik seclion to a Slata unkess (he Stale haa mek fia requiremenls of Seclien 1420

{8} {relallng fo capattty davelopment).
2 Nigy syslars Jncluda bath GWS or NTNGWSs belng newly conslvoled 83 el as systoms which do not cutrointl mee! tia dafinilon of 2 Pubso Waler Systamt

(PyS) bodwhich sxpand Ihelr Infrastruclurs and thassty grown b become CWS ar NTNCWSs. Sysleme nol sirently PYWS and which add addiional ssars and
{harehy become CYSs ar NTNCYSs withoul conslmcﬂng any. adelbonal mirasiucure are nol*new systems” for puipasas of seclion H420 (2] of tha SOWA a5

amended.
" 3 Boclion 14200a); STATE AUTHORITY FGR NEW SYBTEMS A Stals shalf yeceiva only B0% of the alioiment lhal he Stale ks otherwlse anllltecd to receive
- under Seclion 1452 (related to Slale Loan Funds) wnless the Slala has obiakted the Legal Aulhorily or other means io enswe (haf all new communiles water
gystgme and new Non-Transient, Hon-Gomniunlty Walsr Sysleme commienclng opermtionz affer Ovtober 1, 1344, demonslrala technical, managerial and

- inancia) capeiclty with raspact to each nelianal primary drinklng water reguabions kn effecis, or taly lobo In a!fecf on he dals of oummememmlu[cperalfons
4 A CWS T & *public waler syshen, which senves atloast 15 senvica cengctons used by yeat-raund reskianis or regukly servas atbens| 26 yeakround
Teskents’, (A0 CFR 141.2),
5 A TGS i "a public walar syslam (halIs ol a communlly waler syslzm and lhatmguhmrsamas 8l kas( 23 of e sams persoas mrersmonms peryem’

{40 CFR 141.2). ‘ _ .
S 5



[V, LEGAL AU THDHIT“'f'
~ The Puerip Rico Depariment of Health (DOH) Is the agency with the prlmary responslb!liry

of watchmg over the health of the people of Puerta Rico, to protect the puitty of the drinking water
in the Gommormwealth of Puerto Rico, fo achleve and maintain compnancs with National Drinking'
Water Regutations. This respanafblllty and authornty is granfed hy Act No. 5 of July 21, 1977 as

amended (the Act). : :
Under the DWSRF fhe respansibllity for performing technlical project review ls gr*anted to

DOH through the Memorandum of Undsrstandlng (MOU,

Vv, LEG.&.L FGUNDATIGN ESTAEL!SHIVNG A STRUC:TURED DRINKING WATER
TREATMENT PROJECT REVIEW FOR ASSESSING AND ENSURING TEGHNICAL,

MANAGERIAL AND FINANGIAL CAPAGITY

1 Lead Adency for DVWSRF® o
As stated earller, Act No, 5 of July 21, 1877 as amended on Decamber 28, 1997 by Act

No. 183 (the Acl) as well as Act Na. 32 of July 7, 1897 established the DWSRF as an enduring
and viable fund. The Cammenweaith agreed through an Operating Agraémsnt that the DWSRF
shall bs maintained and ig available for providing flnanclal assistance as autharized and limited
by the Act. This leglslation created the DWSRF and authorlzed DOH to admilnister the DWSRF -
as well-as any DWSRF related programs such as fhe Capaclty Development, Source Watear

Asesssment and Operators Gerfification. |
For the Commionwealth of Puerio Rico and In accordance with the Memerandum of

Understanding (MCOU) for DWSRF aciivities, there are five . Agencias coardinating the

establishment .and development of the DWSRF.  These agencles are fhe Puerto Rico

Department of Health (DOH), the Puerto-Rico Infrastructure Financing Authorlty {PRIFA), the
Puarfo Rico Aqueduct and Sewsr Authority (PRASA), the Puerto Rico Environmental Quallty
Board {(PREQB) and the Government Development Bank for Puerte Rice (GDB). -

2. Agency with Primary Public Heaith r‘eSDDﬂSiblllﬁL
There are several Laws and Regulations that confer DOH fhe power and authonty to

exgcule the activities sfated in the SDWA and thus In the Mamorandum of Understandmg for the
DWSRF projects. The Act establrshed the "Puﬁllc Falicy to be executed In the Commnnwealfh as
to protect the purlty of the Drinking Water in the Commar‘sWaalth and Consewat[an of the

& ot necessarily presented in #n cmpowérment order
* Not necessarily presented in an empowsment order




-

Emvironmental and other Natural Resources”, It also authorizes the Secretary of Health fo -

pramulgate Regulations, establlsh penaltles and other purposes.
As a fundamental area for DOH the Act pmvldas the power and authorlty to manage the

public health matters. DOH is granted the autharity to fmmedlately resiraln any peraon or
institution from engaging In any activity, whlch Js endangenng or causlng damage ta the public
health (conirol poing). )

-3 Aqencw.fthh the Primacy for Public Water Systems®
DOH Is structured to addrass any concern related to Drinking Water Systems. The Pubnc

Water Supervision Program (PWSS) under the Secretariat for Envlmnmental. Health Is the most
cancemned area of the Deparfment that will undertake the review process for all projects including
DWSRF projects.  During the review process: 1} The pmponent submits to DOH document for
evaluaﬂon or review, 2) Tachnical anci Enginearing rewews are perfunned wdhrn the PWSS

program and 3) The DWSRF Program Dhvigion evaluates.

Vvl.  CONTROL PCINTS
A conirol paint is a crux in a new system’ s development at which a State (ar other unit of

govemment) can exerclse it authorify fo ensure the dsmonstration of & new system capacity, A
caniral point or sets of control palnts taken together must allow for review of the entire scope of the

praposed new system development, -

Previously contral points have been mentioned In the discussion of Part [V (the Legal
Authortty) and Part V. - Following, specific control polnts will be discussed, In the news systems
development process a statutory authoriy requires damonstration of technical, managerial and

financial capacity at ane or more cantrol points.  Jn the DOH review process there are currently

thrse endorsements (that are used as conlrol points) that must be granted hefore & new system

Can operate:
a development sndarsement (preliminary)’

‘a constructian endarsement

- an-operafing endorsemant-
The primary control polnts for ensuring that new systems demonstrate capacily will be the

development and construction endorsements Thase are requlred thmugh the standard

operafmg procedures of the Plan Review Sectlon of DOH and are requlred or heluded with
the submittal of an engmeerlng Report and a Buslness Plan. Ths Englneerlng Report wifl

be used by DOH to assess the Technical capacity and the Buslness Plan will be used to

assass Financlal and Managerial capacity.

¥ Mot necessarily présenicd in an cmpowerment order.
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VI,

GAF&CJT‘I’ ASSESSMENT CRITERIA AND SCREENING PROCESS TO ASSESS

| THE TECHNICAL, MANAGERIAL AND FINANCIAL GAF*AGITY OF ANY SYSTEM
Evaluation criteria ag well as requiremeants that must ba c:nmplled with by tha systems have

been established In order to recsive DOH's endorSEmants for the diffarent stages ar phases In the

development procass,

1. Griterla
A, New S}'Stems

1.

Demonstrate that the systam fo he mnstructed will comiply with hy supp!ylng
the change In water demand that may arise if there Is an Increase In

' population withaut undertaking modifications within the fitst five years (5) of

the operafian, The mast recent U.S. reglonal census may be used for

estimating the increasse. _
Submit, reguest and comply with the endarsemsnts of the. Departmenf Uf

Hesglth for the development feanstruction and operation of a PWS as
detalled and etated In the Manual "REQUISITOS DEL DEPARTAMENTO

DE SALUD PARA OTORGAR ENDOSOS A PROYECTOS
RELACIONADOS GON AGUEDUCTOS PUBLICOS" (REQUIREMENTS
OF THE DEPARTMENT OF HEALTH FOR AWARDING ENDORSEMENT
TO PROJECTS RELATED TO DRINKING WATER SYSTEMS') as well as

any other requlrements astabllshed In the Act and the Regutaﬂons and

undler the PWSS program and the DWSRF Program.
Comply with the permits and endorsements of the Gevernment agencles
that are concerned or regulate the construction and !operation of the

system:

(a)  Department of Natural Resources (DNR), Regulations and Perrmits
Administrafion (RPA}, Pueric Rico Environmental Quallty Board
(PREQB), Puerto Rico Department of Heatth'_(DOH) and offiers. v

Present evidence or demonstrats that the entlty that will be administering

" the system is incarporated through he Puerto Rico Department of State.,
Must provide a legal document (enforceable) where all dufies and

responstbll'ltllesg‘of all the members of the entity In ch‘arQe of undertaking the
operation, maintenanca and adm;'_nistkaﬂon of the PWSS are sfated and
whase main purpose Is the compliance with the Regulafion “For Protecting




the Punt}’ of the Drmking Water of Puerto Rlco” and the DWSRF F'rcgram ar

 any other regulations.
The entity In charge of the administration, the operation and function of the

system will have no less than the followmg posifions occupied;
Administration; President, Vice President, Treasurer, Secretary, and

_one  person with knmmedge an Dninking Water Regufations
Compiiance Operatlon and Mamtenance :
Oparators (C_ertlﬂed in accordance with the Puerto Rico Examining
Board for-certify;ing oparatar) and DWERF/Qperator - Cerfification

*

Frdgram. o
Submlt a document including nitlal Construction Cost and an Estimate of

Operaflon and Maintanance Cast expected for next five (5) yvears.

include within the Operatian and Malntenance Budget Expense far all
sampiing required, a fund for emsrgency sltuation, repairs (pipe, pLmps,
atc.), technical services expenses (plumbars, electrician, enginsers, well -
driller, mechanle;, administralive persennel, counsefors, certifled puhlic
accauhtanta. efc.), loan repayménts ahd all necessary expenses for the

aperation of the system in.compllance with the regulations.
Include a mechanism demonstrating how all costs will be covered Le.

watar réte charge estimated or fixed rate, etc,
Prepare and submit & copy of the Operation/ Maintsnance Manual to be use

| by the Operator of the Systern {0 beé constructed
Number 4 thru 7. {(4,5,8,7) ahove refers to the Business Plan, Nurrber 1, 2, 3 and 8

abave refers to the Engineering Repart.

-2, Screening Pracess/Minimum Standard to he Sufficed
The following Is a screening process used fo asssss the technical, rhanagerlal, antl

financial capacity of any DWSRF project sponsor,

A, Technlcal Gapaclty -
Technlcal Capacily refers to the adequacy, operation and maintenance of a water

system's Infrastructura, The Engineering Report will be used by DOH to assaess the Technical

Capagity.



B, Managarizal Capacltyf
Manager}al Capacrty refers to the personnel expariise requlred to admlmster the

overall water system aperations. The requrrements for Managerial capaclty review have been

spread across the Business Plan

e F.inancl_é{ Capacity:

Financlal capaclly refers to the abllity fo acquim, generate and manage anocugh
menetary resources to a project s_ponsﬁor far lls water system to support the cost of operating, -
‘malntaining, and improving the: water syStem and a:hl'eve and maintain compliance with the
SDWA 'réquiremanfs Addittorial lhformaﬁon required by PRIFA/GDB and/or DOM must be
included on fthe Business Plan, The profect sponsors water systems mests the standards for
adsquate financlal capacity if the Buslness F'Ian has been revised and approved by DOH and

GDB/PRIFA ware applicable.
3. Praject Gapaclty Evaluation Pracess
Within the Plans Review Section all documants (technical and engineering)

relaled to DWSRF faclllles as wall any Gommonwaalth Project are reviewsd and endorsed.
Project reviewed or eveluation (s carried far the stages of planning or development through an
engineering report, which will include spread across data of the Busihess Flan. Deaign,
Construction and Operation are also evaluated through plans and specifications and infarmation

providad in the Rusiness Plan.

Nuate:
Ravlsed on Apill 2004 for mlnul‘ correcllons such as) (1) chanye FASS and PAWS for PWSS and {2) presentalion lasups (spaoes

and conlinllly of the saciions pages § and &, and Ishsr size-pages 2 & 7.)
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DOH REVIEW PROCESS - CHECK LIST

Endorsements that must be granted before a new system can operate;
L Development endorsement , |
IL. Construction endorsement

T, Operating endorsement

*_;I. ' Deve!ui;ment Endorsement
A, Development process (planning) p:réf{'minmy ehdorsernents
Proponent mwst submit the following documents before the prefiminary
~endorsement is pranted,
__ L Enginct_zring Report (Preliminary) -
4. Project Planning Azea
Area to be served
e Problem definition
.+ Location (maps, photograph, skeiches)
b,  Bxisting Facilities
»  Conditions facifities

o - History
. Location Map (may be identified on project planning
Area Inaps)

¢ Population Projections
» Present Population
o Puture Popﬁlation
d. Water‘Daménd and Needs
» Present Demand
. Putire Demand
&.  Evaluation of Alternatives
« Desctiption
. Maps
e (Cost Estitiates




. Land R¢quirements (Ac¢quisition or Rights of Way)
"« Construction Problems - o
= Source of Supply
. Stor'age
. .Diétrihuginn Bysletns
¢  Pressure
__f Propose Alternative
___ g DPreliminary Cost Estimate
___h Conclnsion and Recommendations
__ i Infrastructore Replscement Plan
'+ Estimated replacement daw for all equipment, given the lifo
' .span provided in the system description
= Estimated ‘equipment replacement costs (must also be included
as 3 line item in the l;roject budget) |
& Spurce of funding for equipment replacement,
____j. Operation Replacement Plan (Operation & Maintenance (O&M))

- The proper aperation and maintenance manual of Wace\r—Fa'cﬂities
is essential to insure that a 20 yeacs ugeful life, An Operation &
Maintcﬁance Manual is necessary to aﬁhieve the design life and is
a essential component of the plan of operation. The content of
the manual should be in accordance with the Commonwealth and

Federal and Operator Certification Program md DWSRE
Requirements and it should inchuds or be at least as follows:

* Anoverview of the operations plan '

» Names, reéponsibiliﬁzs,' qualifications, and training of operating
persotiiel o - |
- o - A description of rontine ,Oparatimi and maintenatice procedures-

© for 'soui'x;e meters, pumping plants, treatment works, and
disinfection | '
» Camplain_t rasﬁonsé procedures



B.

DOH evaluates and comments the dacuitents,

Watcr quality violation tesponse procedures (parncularly for -

e
ncrobial cuntammants)
« Raw water Analysis
Water quality monitoring plan for water sources, the treated
‘watar' and. distriburﬁon system. This plan, updated antually,
| should deffne the water quality constitaents; specific the sample,
location, fre:quen@,, and next sﬁmple datei and identify the .
laboratory conducting the analysis, The costs of implementing
 the plan should be identified and included as a line item i the
projected budget. |
» A description of record keeping and reporting .prccedures,
including a description of all required records.
k Operatdr Training Plan: To stay current with new requxrements
new technulogles, and new hazards, all water system upm‘at(}rs should be

adequately trained, and the system should have a program to provide for

- continuing education. Adequate training and couﬁnuing education are
essential components of assuring a safe and potabie water supply to

cusiomers. This plar should be in acmrdaucﬁe with the Commonwealth and

Pederal Operator Certifieation Program,
[, Operator Certlﬁcanon with thc appropriate classification.
m. Comprehensive Pcrfmmancc Evalustion (CPE).
Btrvironmental Assé&smchtf‘Archcqlugical Report
‘ - . If the document is
cnﬁlplete, DOH notifies the proponent of the approval of the _plazining

docuntent or Prclumnarjr Engineering Report.

Engineering Report (Final) - is submitted to DOH for final evaluation,

10




ML

Constroction thnrsement _
With an approved planning document or Engmeermg Report and 2 De:vdapment

Endarsement the proponf:nt submits to DOH, the prcgect 8 deszgn and requucd technical

data 8s. wdl as the Business Plan.
A, Bmme.s's .P!an ahd ﬁnancml mﬁmﬂorz mcé’uaing, byt not limited to the

' fbﬂawmg, shall be evaluated:

__i, " Financial statements or atnual audit rcports for the prewous thrce years
_and miferim ﬁnancxal statements not fo e:m:ed sixty (60) days old,
-2, Current and proposed rate schedules, as applicable; or if rate schedules
are unavailable, then documents indieafing the 'project,spmmo:'s access fo credit
for operdtions and contingencies fo demonsirate the project 3panéor's capability 1o
obtain eredit and/or repay debt. ' . |

3. A summary of any pending litigation regarding current or proposed

rates,

4, Federal and state income {ax returns of the projects spomsor for the

~ previous 3 years. :
5,  Current operating budget and a projected budget, for a five-year period

mcludmg debt service on the lon and any rate schednle adjustments:
a. Pru;ected reverye and expenditures,  First year to be prf:pared on

a monthly basis. {shall include 2]l assumptions for projected figures). Total
ammual percentage of budgetary intreages, anmtal ‘percentage increases to
meet Joan repayment and other nonrloan project costs,l and time when it
shall take effect should be identified and inclnded.

b, Cash flow projections. First year to be prepared on a monthly

basts - - 5 |
¢. Plans for rate increases..
d. Capiial Impruvement Program and Financing Sources.

e. Pro forma balénca shest. -

11



_____f.' Detail of long ferm debts, including existing and- any to be
incurred as a source of ﬁna_ﬁcing. (shall include natne of
creditor, halm,' terms and cdlla_tefél) . |

6. In the case of Municipalify, it must have the legal mergin available to.
request financing, as provided by the Municipal Financing Act, as

‘amended of any other law or ragulatioxi on municipal - financitg, 'and-

paymeﬁt 'capacity or, in ﬂw case of ‘Municipal reveme bonds, -

feas:bmtj,r study develaped by a competent entity with the expcrase m the

industry in which the Mumnicipality plans to enter with the project.

7. Composition of customer base.

8. Consumer Complaint Records within the previous 5 years.

___5. Documents that demonstrate ownership scconntebility/and evideaze of
_the curmmmty § mcurporanon .

l{] Evidence of ﬂlc compliance and/or the corresponding endorsement of
other Commonwealth Agencies conceried with the comstruction process
of wartcr systems, v '

11. Legal document specifying and assuring the compliance of the Sysfzm
with the SDWA Regulation inchiding mechanisms for user r_:héu‘gc fee ar
proceséi _ o |

R. Design (Plan and Specifications)
The DOH has adopted the *Rules and Regulations for the Design Standards of the
Puerto Ric:o Aq_ucduct and Sewer Authority (PRASA)” Standards for Water

- Systems
Dufjﬁg the process the following is conducted and cvaluated:

‘Plang & Specifications review, soil studies and cost estimates, mitigation

.
© measures and the Businesz Plan
- Design meetings, if necessary
. & Ofther agencles endorsements applicable
After the approval of the Design and Business Plan, Cbnstrucﬁon Endoxéement is granted,

12




III Operahn E Endorsament
A Business Plan - cotnplete and approved
___B. Final Inspection - major deficiencies noted during this ﬁnal inspection must be
rcsolve.d prior to releass of final Operatmg Endorseraent, which is sub_;ect to the ﬁnal

inspection acceptance and the Build Plans campletion.

-13
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'
PRETRTa.

June/t898 - = '. s L '
TR - FAMILY INGOME LEVELS (MFIL)

o NEEDS TO BE UPDATED

TABLE 1 ALLOW ANCE Ebri FA‘(.:ILIﬂES. PLANNING AND DESIGN

. Building Cost ~ * Allowance as & percentzée

Building Cast . Allowance as a percentage
- .of Building Cost - of building cost
§ 100,000 OF lESS—worersercsssrncnns 27.5396 $

L1117 s R— 26.8177

L0 R —— 25,9599 15

175,000 . . . 175,000 ... .

200,000 200,000 au.uerreroecccmsececnns

.250,000"..

250,000,
300,000 ...
350,000
400,000
500,000 .

600,000 .
700,000
800,000
900,000 .
1 000,000
1,200,000 . 1, zou 000
1,500,000 . \ 1,500,000 ...
1,750,000 .. 1,750,000
2,000,000 2,000,000
2,500,000 2,500,000 ... -
. 3,000,000 ... 3,000,000 ..
3,500,000 3,500,000 ...
4,000,000 .., 4,000,000 ...
5,000,000 . 5,000,000 ...
6,000,000 ...- 6,000,000 ........
7,000,000 ... 7,000,000 .....
8,000,000 .— . . 8,000,000 ..
9,000,000 ...ccenee- ecemeeranmanaroees : 3,000,000 |
10,000,000 «ereenm et e acenne .003€ 10,000,000,
12,000,000 ... e B.6597 12,000,000 .-
15,000,000 ... —. B.3821 15,000,800 ..
17,500,000 ... . 8.1960 17,500,000 ..
20,000,000 ... 8.0381 20,000,000 ..
25,000,000 7.1325 25,000,000 .. .
36,000,000 . 6.9456 30,000,000 ... 47181
35,000,000 .. . 67913 35,000,000 ... 4.6307
40,000,000 . ..., 6.6605 40,000,000 ... .. 45563
50,000,000 ceemmiemrmmmsmmoesmriremssnss 6.4474 50,000,000 ...... o 44345 -
60,000,000 .. £.2785 -60,000,000 ... 43375
70,000,000 .. 6.1390 70,000,000 .. e 42572
-80,000,000 ., 6.0207 80,000,000 ... . 418R8 -
90,000,000 . 5.9183 : Bo,coo,ooo e 4.1204 .
100,000, ooo 5.8281 100,000,000 ... . 4,0765
120,000;000 . 54174 120,000,000 ... wveseeeonries 3,B065
150,000,000 . . 52441 150,000,000 . 3.7048
175,000,000 .................. e 5.1277 175, 000 000 oo .. 3.6362
200,000,000 {(ar MOIE} +eeeeesersasemeess . 5.0289 200,000,000 (or 1371 7=) R, 3.5778

Note: The allowance does not reimburse for cost Incurred.
Accordingly, the alfowance Tables should not be . -

used-to determine the compensation for planning
or design services, The compensation for '
planning and design services should b based
upan the nature; scope and compl@cmj of the
services reqmred by the community. .

* Nate: The allowance does not. reimburse-for costs incurred.

Accordingly, the allowancs Tables should nat be used to
determine the cnmpensahon for planning

ar design services. The compensation for

planning or deslgn services should be based i
upon then nature, scope and complexity df the -
servlces naqmred by the community.
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System Crlterla and Ranklng Methodology (Summary)

. The prlonty System sets priorities for the proposed prOJects accordlng to their capaCIty
to achieve and or to maintain compliance with the SDWA requirements and protection
of the public health. Priority will be given to water systems in non-compliance with the
~surface water treatment requirements, and those incurring acute, primary or action level
violations as defined in the SDWA. Addressing these problems will protect the public
health of the water users and will bring water systems into compliance Wlth the SDWA.

The next priority has been given to System that address the most serious risks to public
health therefore the highest priority will be ‘given to acute public health risks, particularly
those related to microbiological organism. Situations'that pose chronic and longer-term

- - risks to consumers, such as organic chemical contamination, are also considered. The

scoring criteria also consider issues that are related to infrastructure upgrading or
replacement correction of a problem or improvements if included on the projects scope. .

- DOH will rank all ellglble pro;ects according to the total number of points each project

receives and will subsequently place the projects on the Project Priority List according
to their ranking. The project with the higher number of points ranks above those with
lesser points. For project which include multiple elements as listed in priority category A
below, projects will be separately listed by the elements involved, and pnonty points will

be assigned for each element.

Points are assigned for each of the seven prlorlty categones d|scussed below, as
applicable:

A. Compliance with Safe Drinking Water Act (SDWA) DWSRF funds are to be
utilized to address contamination problems. through compliance requirements.-
Projects related to systems and or systems which utilize surface water or ground
water under the direct influence of surface water, that are not in compliance with the
surface water treatment requirements or have had any acute violations (e.g., fecal
coliform or nitrates) and . have been issued an administrative order, directive or
“recommendation by DOH requiring the correction of any noncompliance of its
treatment facilities to address an immediate public health threat will be scored

according the following:

* Maximum Contaminant Level (MCL)/Treatment Technique Violations (more than ohe
item may apply:

1. Microbiological

a) Surface Water Treatment Rule
i Filtration and/or groundwater wells,
interconnection and or consolidation of
water systems to comply with the SOWA , 100 pts -
i Filtration Performance (NTU compliance) - .50 pts
“iii CT Disinfection ‘ . 30 pts



c. Existing wells . 10pts
d. Existing disinfection system for a groundwater/ '
~surface water supply - : B 25pts .
e. Transmission main : - 10 pts
f. Finished water or distribution storage : 10 pts
g. Other water treatment systems (or replacement .
~ of source instead of treatment : ~ 10pts -
3. Aged mains and appurtenances ' ' . bBpts
4. Redundancy of critical components (pumps, valves o
- chemical feed-systems, etc. - - 5 pts
5. Asbestos main replacement : 5.pts
6. Control/automation for operational efficiency
(computerization, control valves, metering _
Laboratory upgrading) ' Spts..
7. Inadequate source capacuty, which is not a public
health hazard can only receive points for Criteria B1 or C7 5 pts

D. Governmental Needs (more than one may: applly) Additional points will be
.assigned to a project on the baS|s of state or local governmental needs, policies, and/or

requlrements

1. 'Development of a water system or extending existing system,
to service contaminated or insufficient yielding private
wells at existing residential housing (new systems are

not eligible for points under Criteria A, Bor C2 25 pts
- 2. Consolidation of water system’s (can include improving
technical, managerial and financial capacity development 25 pts

3. System depend on a Sole Source Aquifer for its source.
(These points can.only be obtained if system scores
- points from Criterion A, B or C) 10 pts
4. A project that has received written commitment of
funding from another source (e.g. co-funded with
: Clean Water SRF, Rural Development, .F-IUD, etc.) 10 pts
5. Proposes -operational changes that improve and insure :
adequate technical, managerial and financial capacity
~ of the system in order to insure compliance (guidelines
~ to be developed) : " 5pts

E. Other Factbrs—

As a tie breaker, projects will be assigned points based in the population of the water
system service area. Priority points will be calculated as the population served by the
water system divided by 100,000, expressed as a deolmal and added to the total

accumulated

' F. Special Priorities




o0

~

The deterrni.nation wtll be' made as tollov’vs-

Maximum pro;ect size wﬂl be 10,000 persons PrOJects may not be segmented in

order to quallfy for hardship assistance.

Reﬂnancrng is ehgrble through the regular - subsidized DWSRF Program if

-qualified or eligible as required and stated in the DWSRF, However, hardship

financial assistance is only available for new drinking water projects for which the
notice for constructlon to proceed was ‘given on or after Juty 1, 19883.

The apphcant for a DWSRF hardshtp Ioan ‘must demonstrate that it can repay its
debt obligation, has-a satisfactory O&M  procedure - and can compiy with

'DOH/DWSRF Capacrty Development Program

_ Projects that are determined ehgrble for hardshrp aSS|stance will receive a-
~wrrtten conﬂrmatron of eligibility. ' : :

Confirmation of fundlng availability will be valid for two. conseoutrve annual
federal funding cycles, prowded that the pro;ected service charge does not

change significantly.

'Conﬁrmatnon of funding availability may be withdrawn rf the apphcant fails to

demonstrate  satisfactory progress towards project- Implementation; the
information. on which the determination was made changes prior fo foan closing;

‘or the applicant fails to demonstrate that it can repay the loan.

Green Portion ( only for Green Projects)

The fiscal year (FY) 2010 Appropriation Law (P.L. 111-88) inclides specific goals and
eligibiliies for green infrastructure, water and energy efficient improvements; and

- environmentally innovative activities.

Green projects could enable utilities to. take

savings derived from reducing water losses and energy consumption, and use them for
public health and environmental enhancement projects. Addrtrona”y, green projects will

- help the ‘water sector improve the quality of water services without putting additional
_straln on the energy gnd and by reducing the volume of water loss every year.

- The following process was established for the selection for fundrng of those eligible
‘ GPR prOJects based on the teohnlcal aspeots of the DWSRF green prOJeots

1. Water eff|0|ency
a. Replacement of rehablhtatlon of drstrlbutlon lines

“to reduce water loss and prevent water main_ -

breaks (Business Case (BC) required) | 10 pts.
b. Retrofit, replace, purchase and/or install water . _
efficient fixtures, fittings, equipment . " 5 pts.

. ¢. Purchase or install water meters, automatic.



untif the per cent requirement is met but in a separate process for the GPR
_projects only which was established by DOH. takrng into consideration the

green technical nature of the project .
L Eligibility Criteria for Additional S‘u_'_bsidies-.

The recipient of -the_grant must identify projects within at least one of the followrng
categories in order to receive the additional subsrdles )

a) prOJectS that w[H ehmrnate or consolidate small system,

b) projects that support sustainable systems and help build or maintain
the technical, financial and managerial capacrty of the recipient,

c) systems related to communities or serving directly-a community that
could not otherwise afford the DWSRF ‘loan including Disadvantaged
communities as defined by the Commonwealth.

If the recipient has projects that could be identified under one pr more of the above
mentioned categories, for each additional remaining category the percent will rncrease

by 5%.
The subsidy will be awarded to eligible recrprents as follows:

« . to project(s) by priority order and the qualrfyrng category and untll the
subsidized amount is complet_ely used,

In the: case that there is only one recipient the subsidized amount could be awarded in-
any of the following manners and until the subsidized amount is completely used.

o  To projeci(s) by priority order and the qualifying category

s directly to the project(s) idenfified within the qualifying categories
e the project(s) first received and ready to go :

s  The most expensive project (s)
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CHECK LIST FOR PRIORITY RATING/PROJECT FACT SHEET .

I,
1.

f.

A

General Informatlon must birowded

The prospective applicant that may be applying for a loan.

Identify the appropriate contact person who will 'répresent the drinking water system.
Describe the broposed projeét and the need for the proposed '.project.

Construqti_on cost estimate. | '

Deﬁciency report and/or Comprehensive Perfofmance Evalu_aﬁon (CPE).

Prellmlnary Englneerlng Report.

Indicate the Median Family Income Level that is apphcable to the service area of the water
system. .

System Criteria Information:

Compliance with Safe Drinking Water Aét {SDWA) Indicate if;

1. The project is rélated to systems ‘and/or systems which utilize surface water or
ground water under the direct influence of surface water that are not in comphance with
the surface water treatment requirements.

2. Or have had any acute violations (e.g., fecal coliform or nitrates) and have been
issued an administrative order, directive or recomimendation by DOH requiring the
correction of any noncompliance of its treatment facilities to address an immediate
public health threat for one or more of the foliowing:

A. Maximum Contaminant Level (MCL) / Treatment Technique Violations (more than
one item may apply: '
1. Microbiology
a. .Surface Water Treatment Rule . .
i. Filtration and/or groundwater wells, interconnection and/or
consolidation of water systems to comply with the SDWA
ii. Filtration Performance (NTU compliance)
iii.CT Disinfection -

b.” E. Coli
___ ¢. Total Coliform
2. Organics- -

"a. Organics Chemical (SOC/VOC) and disinfection by-products
__ 3 " Maximum Contaminant Level (MCL) violations (except accute violations) or
exceedance of action levels Lead and Copper/Corrosion (mandated)

___ 4. Radiological
___ 5. Inorganic/Physical
a. Nitrates

b. Other health-related inorganic

B. Public Health Risk - indicate if :
___ 1. Projects which eliminate critical or chronic or potential health hazard
___2. Provide protection against significant health hazard (Documentatlon must be
prowded by the applicant to determine if the public health problem exist)
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____3.Indicate if the appurtenance isa: -

a. rehabilitation
b. . replacement

__'c. repair
For:
1. lnadequate Source CapaC|ty
2. Exnstlng transmission or distribution mains to prevent

contamination caused by leaks/breaks in the pipe

-3 Improve water measures to maintain safe levels -

4. Existing pump stations

__. 5 Finished water storage (uncovered if applicable)

N - New finished water storage facilities needed to

maintain pressure in the system and/or prevent contamination

C. Systems in needs (Reliability Dependablllty) Indicate rf the projects are related to
the existing treatment facilities or systems components to meet the design standards

sanitary code:

1.
2.

replacement
major rehabilitation

Indicate the action to be undertaken for:-

1. Complete replacement

2. major rehabilitation
of the existing surface water filiration facility that has exceeded design life and/or
does not meet the design standards in the current edition of PRASA’s Design

Standards.

In lieu of;

a. - filtration
b. installation of groundwater wells
“¢.  interconnection with, or purchase from adjacent water system

Indicate the action to be undertaken for components to meet the design standards in
the current edition of PRASA’s Design Standards:

3,
4.
5

upgrade'
replacement
installation for major vuinerable system

The foliowing may apply:

a. A principal component integral to an existing filtration process such as
sedimentation, flocculation, filtration, chemical feed, of backwashing
. (select one of the indicated above) '

.b.  Pumps stations

- Existing wells ' .
Existing disinfection systems for-a groundwater/surface water supply
(select one of the indicated above) '

e. Transmission.main

f.  Finished water or distribution storage

g. Other water treatment systems (or replacement of source lnstead of

treatment)

Qo
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8.
7.

. 8,
Q.

Aged mains and appurtenances

Redundancy of critical components (pumps, valves, chemlcal feed- systems) (select.
one of the indicated above)

Asbestos main replament .

Control/automation for operational efﬁcnency (computerization, control valves,

metering, laboratory upgrading) (select one of the indicated above)

- 10. Inadequate soyurce capacity which is not a public health hazard

.D. GdVernmenta[ Needs (more than one may apply)

Indicate if project is o service contaminated or insufficient yielding private wells at

existing residential housing:

1.

-2,

Development of a water systems
Extending existing system
Indicate if the systems is to:

a. Consolidation of water systems (ca'n include improving technical,
managerial and financial capacity development (name the system been
consolidated) .

System depends on a Sole Source aquifer for its source (These points can only be
obtained if system scores points from Criterion A, B or C) .

A project that has received written commitment of funding from another sources.
Indicate type of source. Indicte type of source (eg co-funded with Clean Water

~ SRF, Rural Development, HUD, etc.)

Purposes operational changes that improve and insure adequate technical,
managerial and financial capacity of the system in order to insure compliance.

E. Other Factors

Indicate if the population of the water system service area.

F. Special Priorities
Strategy

Strategy
CPE

Emergencies

situations that result in the unavailability of potable drinking water for an extended
period of time or

evidence of a hlgh lnCIdence of water transmissible dlseases

eVIdence of preserice of Regulated Contaminants in Drinking Water

G. Affordablllty

Provide on a per family basrs, Median Household Income Levels (MFIC) at the ' )

service area and:
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] Exisfing population of the project service area.
»  Number of Dwelling to be served, institutional users, and the basis on Wthh
they were calculated,

» Existing annual debt service of the system.
'+ Estimated project costs.
s Estimated O& M cost based upon compietion of this broject.

e Any other sources of funding antlc:lpated for this project, including the
amount, type of funding .(loan and grant) and if a loan, its interest rate, term
and annual debt payment. ' )

¢ Maximum project ‘size will be 10,000,000 persons;- Projects may not be
segmented in order to quality for hardship assistance. '

o’ Refinancing is eligible through the reguiar subsidized DWSRF program if
qualified or eligible as required and stated in the DWSRF. Additional
information may be requested by GDB/PRIFA '

s The applicant for a DWSRF hardshlp loan must demonstrate that it can repay
its debt obligation has a satisfactory O&M. procedure and can comply
with DOHIDWSRF Capacity Development Program. ’

+ Projects that are determined eligible for hardship assistance, will receive a
written confirmation of eligibility.

» Confirmation of funding availability. will be valid for two consecutive annual
federal funding cycles, provided that the projected service charge does not
change significantly.

e Confirmation of funding availability may be withdrawn if: the applicant fails to
demonstrate satisfactory progress towards project - Implementahon the
information on which the determination was made changes prior to loan
closing; or the applicant fails to demonstrate that it can repay the loan.

H. Green Portion ( only for Green Projects)

The fiscal year (FY) 2010 Appropriation Law (P L. 111-88) includes specific goals -and eligibilities for
green -infrastructure, water and energy efficient improvements, and environmentally innovative
activities. Green projects could enable utilities to take savings derived from reducing water losses and
energy consumption, and use ‘them for public health and environmental enhancement projects.
Additionally, green projects will help the water sector improve the quality of water services without
putting additional strain on the energy grid, and by reducing the volume of water loss every year.

The following process was established for the selection for funding of those eligible GPR projects based
on the technical aspects of the DWSRF green projects:

1. Water efficiency
' a. Replacement of rehabilitation of dlStl‘lbUtIOl’l lines

to reduce water loss and prevent water main

breaks (Business Case (BC) required). .
-b.  Retrofit, replace, purchase and/or instali water

efficient fixtures, fittings, equipment
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_ ¢ Purchase or install water-meters, -automatic
meter reading equipment and systems, and pipe
~d. .Storage tank replacement/rehabilitation to reduce
water loss (Business Case (BC) required) )
. e. lnstalllng Pressure Reduced Valves (PRV)
2. Energy efficiency
a. Replacement or rehabilitation of dlstr|but|on fines
(Busmess Case (BC) required) .
o b. Energy efficient retrofits, upgrades or new pumping systems
and treatment processes (including variable
- frequency drives {Business Case (BC) required)
- c.  Works that cost effectively eliminate: pumps,
pump stations, filtrations plants, well. (Business
Case (Business Case (BC) required)
. d. Producing clean power for treatment systems on
site (wind, solar, hydroelectric, geothermal,
biogas power)
: e. Automated and remote confrol systems
(SCADA) that achieve substantial energy savings
(Business Case (BC) required)

3. Environmental Innovative Activities
< a. Enables utility to adapt to |mpacts of global
‘climate change-
-b.  Total Water Management project where life
cycle costs are minimized
4, Green Infrastructure- to manage water resources in a sustainable way
a. Implementation of wet weather management
systems for utilities buiiding and parking areas
(porous pavemeent, bio-retention, trees, green roofs,.
other practices that mimic natural hydrology)
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e\-(ED ST,q}e ]
UNITED STATES ENVIRONMENTAL PROTECTION AGENCY :

5 5
S W Z .
2 M 8 - * . WASHINGTON, D.C. 20460
% ) : '
Moty oS
LPno\'e

p

NOV 3 0 7008

MEMORANDUM '

SUBJECT: Application of Davis-Bacon Act Wage Requirements to Fiscal Year 2010 Clean
Water State Revolving Fund and Drinking Water State Revolving Fund
Assistance Agreements

FROM: Peter S. Silva %“‘7 /;

Assistant Administrator

-TO: Water Management Division Directors
Regions I - X

On October 30, 2009, P.L. 111-88, “Making appropriations for the Department of the
Interior, environmcnt, and related agencies for the fiscal year ending September 30, 2010, and
for other purposes,” was enacted. This law provides appropriations for both the Clean Water
State Revolving Fund (CWSRF) and the Drinking Water State Revolving Fund (DWSRF) for
Fiscal Year 2010, while adding new requirements to these already existing programs. One new
requirement, and the focus of this memorandum, requires the application of Davis-Bacon Act
requirements.

_P.L.111-88 includes the following language in Title IT under the Heading,
“Administrative Provisions, Environmental Protection Agency,”

For fiscal year 2010 the requirements of section 513 of the Federal Water Pollution.
Control Act (33 U.S.C. 1372) shall apply to the construction of treatment works carried
“out in whole or in part with assistance made available by a State water pollution control
" revolving fund as authorized by title VI of that Act (33 U.S.C. 1381 et seq.), or with
assistance made available under section 205(m) of that Act (33 U.S.C. 1285(m)), or both.

For fiscal year 2010 the requirements of section 1450(¢e) of the Safe Drinking Water Act
(42 U.S.C. 300j-9(e)) shall apply to any construction project carried out in whole or in
part with assistance made available by a drinking water treatment revolving loan fund as
authorized by sect1on 1452 of that Act (42 U.S.C. 300j-12).

In order to comply with this provision, States must include in all assistance agreements,
whether in the form of a loan, bond purchase, grant, or any other vehicle to provide financing for
a project, executed on or after October 30, 2009 (date of enactment of P.L. 111-88), and prior to

) : Inlemel Address (URL) @ htip://www.epa.gov
Recycled/Recyclable @ Printed with Vegetable Oll Based Inks on 100% Postconsumer, Process Chiorine Free Recycled Paper
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October 1, 2010, for the construction of treatment works under the CWSRF or for any
construction under the DWSRF, a provision requiring the application of Davis-Bacon Act
requirements for the entirety of the construction activities financed by the assistance agreement
through completion of construction, no matter when construction commences.

Application of the Davis-Bacon Act requirements extend not only to assistance
agreements funded with Fiscal Year 2010 appropriations but to all assistance agreements
executed on or-after October 30, 2009 and prior to October 1,2010, whether the source of the
fundmg is prior year’s appropriations, state match, bond proceeds, interest eamnings, principal . -
repayments, or any other source of funding so long as the project is financed by an SRF
assistance agreement. If a project began construction prior to October 30, 2009, but is financed -
or refinanced through an assistance agreement executed on or after October 30, 2009 and prior to
October 1, 2010, Davis-Bacon Act requirements will apply to all constructlon that occurs on Or
after October 30, 2009, through completion of construction,

Notably, there is no application of the Davis-Bacon Act requirements where such a
reﬂnancing occurs for a project that has completed construction prior to October 30, 2009. This
provision does not apply to any project for which an assistance agreement was executed prior to
October 30,2009, no matter when construction occurs.

Further information may be prov1ded in the form of ¢ Questlons and Answers” if
necessary. :

We fully understand the complexity of this provision and the difficulties involved in its
application. If you have any question, please contact us, or have your staff contact Jordan
Dorfman, Attorney-Advisor, State Revolving Fund Branch, Municipal Support Division, at (202)
564-0614, or Philip Metzger, Attorney-Advisor, Infrastructure Branch, Drinking Water
Protection Division, at (202) 564-3776.



ATTACHMENT 6

Wage Rate Requlrements Under FY 2012 Appropriations Act

Preamble

. With respect to the Clean Water and Safe Drinking Water State revolving Funds, EPA provides
capitalization grants to each State which in turn provides subgrants or loans to eligible entities
within the State. Typically, the subrecipients are municipal or other local governmental entities
that manage the funds. For these types of recipients, the provxslons set forth under Roman

- Numeral [, below, shall apply. Although EPA and the State remain responsible for ensuring

subrecipients’ comphancc with the wage rate requirements set forth herein, those subrecipients

shall have the primary responsibility to maintain payroll records as described in Section 3(11)(A)

below and for compliance as described in Section I-5. : '

Occas1ona11y, the subrec1p1ent may be a prlvate for profit or not for profit entlty For these types
of recipients, the provisions set forth in Roman Numeral I, below, shall apply. Although EPA
and the State remain responsible for ensuring subrecipients® compliance with the wage rate
requirements set forth herein, those subrecipients shall have the primary responsibility to
maintain payroll records as described in Section II-3(ii)(A), below and for comphance as
described in Section I1-5. -

L Requirements under FY 2012 Appropriations Act For Subrecipients That Are
Governmental Entities:

The following terms and conditions specify how recipients will assist EPA in meeting its Davis-
Bacon (DB) responsibilities when DB applies to EPA awards of financial assistance under the
FY 2012 Appropriations Act with respect to State recipients and subrecipients that are
governmental entities. If a subrecipient has questions regarding when DB applies, obtaining the
correct DB wage determinations, DB provisions, or compliance monitoring, it may contact the
State recipient. If a State recipient needs guidance, the recipient may contact (insert name or
organizational unit Regional EPA DB contact) for guidance. The recipient or subrecipient
may also obtain additional guidance from DOL’s web site at
http://www.dol.gov/esa/whd/recovery/

1. Applicability of the Davis- Bacon (DB) prevailing wage requirements.

Under the FY. 2012 Appropriations Act, DB prevailing wage requirements apply to the
construction, alteration, and repair of treatment works carried out in whole or in part with
assistance made available by a State water pollution control revolving fund and to any
construction project carried out in whole or in part by assistance made available by a

drinking water treatment revolving loan fund. If a subrecipient éncounters a unique situation
at a site that presents uncertainties regarding DB applicability, the subrecipient must discuss
the situation with the recipient State before authorizing work on that site.




2. Obtaining Wage Determinations.

(a) Subrecipients shall obtain the wage determination for the locality in which a covered activity
subject to DB will take place prior to issuing requests for bids, proposals, quotes or other
methods for soliciting contracts (solicitation) for activities subject to DB. These wage
determinations shall be mcorporated into solicitations and any subsequent contracts. Prime
contracts must contain a provision requiring that subcontractors follow the wage deterrmnatlon

mcorporated into the prime contract.

(i)  While the solicitation remains open, the subrempwnt shall monitor www. wdol gov
weekly to ensure that the wage determination contained in the solicitation remains
current. The subrecipients shall amend the solicitation if DOL issues a modification
more than 10 days prior to the closing date (i.e. bid opening) for the solicitation. If
DOL modifies or supersedes the applicable wage determination less than 10 days
prior to the closing date, the subrecipients may request a finding from the State

- recipient that there is not a reasonable time to notify interested contractors of the
modification of the wage determination. The State recipient will provide a report of

its findings to the subrecipient.

(i)  If the subrecipient does not award the contract within 90 days of the closure of the
solicitation, any modifications or supersedes DOL makes to the wage determination
contained in the solicitation shall be effective unless the State recipient, at the request

~ of the subrecipient, obtains an extension of the 90 day period from DOL pursuant to
29 CFR 1.6(c)(3)(iv). The subrecipient shall monitor www.wdol.gov on a weekly
basis if it does not award the contract within 90 days of closure of the solicitation to
ensure that wage determinations contained in the solicitation remain current.

(b) If the subrecipient carries out activity subject to DB by issuing a task order, work assignment
or similar instrument to an existing contractor (ordering instrument) rather than by publishing a
solicitation, the subrecipient shall insert the appropriate DOL wage determlnatlon from

www.wdol.gov into the ordering instrument.

(c) Subrec1plents shall review all subcontracts subject to DB entered into by prime contractors to
verify that the prime confractor has required its subcontractors to mclude the applicable wage

determinations.

(d) Asprovided in 29 CFR 1.6(f), DOL may issue a revised wage determination applicable to a
subrecipient’s contract after the award of a contract or the issuance of an ordering instrument if
DOL determines that the subrecipient has failed to incorporate a wage determination or has used
a wage determination that clearly does not apply to the contract or ordering instrument. If this
occurs, the subrecipient shall either terminate the contract or ordering instrument and issue a
revised solicitation or ordering instrument or incorporate DOL’s wage determination retroactive
to the beginning of the contract or ordermg instrument by change order. The subrempwnt S
contractor must be compensated for any increases in wages resulting from the use of DOL’s

revised wage determination.



3. Contract and Subcontract provisions.

(a) The Recipient shall insure that the subrec1plent(s) shall msert in full in any contract in
_excess of $2,000 which is entered into for the actual construction, alteration and/or repair,

including painting and decorating, of a treatment work under the CWSRF or a construction

project under the DWSRF financed in whole or in part from Federal funds or in accordance with
. guarantees of a Federal agency or financed from funds obtained by pledge of any contract of a
Federal agency to make a loan, grant or annual contribution (except where a different meaning is
expressly indicated), and which is subject to the labor standards provisions of any of the acts
listed in § 5.1 or the FY 2012 Appropriations Act, the following clauses:

(1) Minimum wages.

(1) All Taborers and mechanics employed or working upon the site of the work will be paid
uncondmonally and not less often than once a week, and without subsequent deduction or rebate
on'any account (except such payroll deductions as are permitted by regulations issued by the
Secretary of Labor under the Copeland Act (29 CFR part 3)), the full amount of wages and bona

“fide fringe benefits (or cash equivalents thereof) due at time of payment computed at rates not
less than those contained in the wage determination of the Secretary of Labor which is attached
hereto and made a part hereof, regardless of any contractual relationship which may be alleged to
exist between the contractor and such laborers and mechanics.

Contributions made or costs reasonably anticipated for bona fide fringe benefits under section
1(b)(2) of the Davis-Bacon Act on behalf of laborers or mechanics are considered wages paid to
such laborers or mechanics, subject to the provisions of paragraph (a)(1)(iv) of this section; also,
regular contributions made or costs incurred for more than a weekly period (but not less often
than quarterly) under plans, funds, or programs which cover the particular weekly period, are
deemed to be constructively made or incurred during such weekly period. Such laborers and
mechanics shall be paid the appropriate wage rate and fringe benefits on the wage determination
for the classification of work actually performed, without regard to skill, except as provided in §
5.5(a)(4). Laborers or mechanics performing work in more than one classification may be |
compensated at the rate specified for each classification for the time actually worked therein:
Provided, That the employer's payroll records accurately set forth the time spent in each
classification in which work is performed. The wage determination (including any additional
classification and wage rates conformed under paragraph (a)(1)(ii) of this section) and the Davis-
Bacon poster (WH-1321) shall be posted at all times by the contractor and its subcontractors at
the site of the work in a prominent and accessible place where it can be easily seen by the

workers.

Subrecipients may obtain wage dctennmatlons f_rom the U.S. Departmcnt of Labor’s web site,
www.dol.gov, -

(ii)(A) The subrecipient(s), on behalf of EPA, shall require that any class of laborers or
mechanics, including helpers, which is not listed in the wage determination and which is to be
employed under the contract shall be classiﬁedin_ conformance with the wage determination. The




State award official shall approrfe a request for an additional classification and wage rate and
fringe benefits therefore only when the following criteria have been met:-

'(1) The work to be performed by the classification requested is not performed by.a cla351ﬁcat10n
- in the Wage determmatlon and

(2) The classrﬁcatlon is utrhzed'm"'"che area by the construction industry; and

(3) The propoéed wage rate, ineluding any bona fide fringe benefits, bears a reasonable
 relationship to the wage rates contained in the wage determination.

(B) If the contractor and the laborers and mechanics to be employed in the classification (if
known), or their representatives, and the subrecipient(s) agree on the classification and wage rate
(including the amount designated for fringe benefits where appropriate), documentation of the
action taken and the request, including the local wage determination shall be sent by the

- subrecipient (s) to the State award official. The State award official will transmit the request, to

. the Administrator of the Wage and Hour Division, Employment Standards Administration, U.S.
Department of Labor, Washington, DC 20210 and to the EPA DB Regional Coordinator

" concurrently. The Administrator, or an authorized represeritative, will approve, modify, or
disapprove every additional classification request within 30 days of receipt and so advise the
State award official or will notify the State award official within the 30-day perlod that

additional time is necessary.

(C) In the event the contractor, the laborers or mechanics to be employed in the classification or
their representatives, and the subrecipient(s) do not agree on the proposed classification and
wage rate (including the amount designated for fringe benefits, where appropriate), the award
official shall refer the request and the local wage determination, including the views of all
‘interested parties and the recommendation of the State award official, to the Administrator for
determination. The request shall be sent to the EPA DB Regional Coordinator concurrently. The
* Administrator, or an authorized representative, will issue a determination within 30 days of
receipt of the request and so advise the contracting officer or will notify the contracting officer
within the 30-day period that additional time is necessary. :

(D) The wage rate (including fringe benefits where appropriate) determined pursuant to
paragraphs (a)(1)(i1)(B) or (C) of this section, shall be paid to all workers performing work in the
classification under this contract from the ﬁrst day on which work is performed in the '

classification.

(iii) Whenever the minimum wage rate prescribed in the contract for a class of laborers or
mechanics includes a fringe benefit which is not-expressed as an hourly raté, the contractor shall
either pay the benefit as stated in the wage determination or shall pay another bona fide fringe
benefit or an hourly cash equivalent thereof,

(iv) If the contractor does not make payments to a trustee or other third persorl, the contractor
may consider as part of the wages of any laborer or mechanic the amount of any costs reasonably -
anticipated in providing bona fide fringe benefits under a plan or program, Provided, That the '



Secretary of Labor has found, upon the written request of the contractor, that the applicable
standards of the Davis-Bacon Act have been met. The Secretary of Labor may require the
contractor to set aside in a separate account assets for the meetmg of obligations undcr the plan

or program.

(2) Withholding. The subrecipient(s), shall upon written request of the EPA Award Official or an
authorized representative of the Department of Labor, withhold or cause to be withheld from the
contractor under this contract or any other Federal contract with the same prime contractor, or
any other federally-assisted contract subject to Davis-Bacon prevailing wage requirements,
which is held by the same prime contractor, so much of the accrued payments or advances as
may be considered necessary to pay laborers and mechanics, including apprentices, trainees, and
helpers, employed by the contractor or any subcontractor the full amount of wages required by
the contract. In the event of failure to pay any laborer-or mechanic, including any apprentice,
trainee, or helper, employed or working on the site of the work, all or part of the wages required
by the contract, the (Agency) may, after written notice to the contractor, sponsor, applicant, or
owner, take such action as may be necessary to cause the suspension of any further payment,
advance, or guarantee of funds until such yiolations have ceased.

(3) Payrolls and basic records.

(i) Payrolls and basic records relating thereto shall be maintained by the contractor during the
course of the work and preserved for a period of three years thereafter for all laborers and
mechanics working at the site of the work. Such records shall contain the name, address, and
social security number of each such worker, his or her correct classification, hourly rates of -
wages paid (including rates of contributions or costs anticipated for bona fide fringe benefits or
cash equivalents thereof of the types described in section 1(b)(2)(B) of the Davis-Bacon Act),
daily and weekly number of hours worked, deductions made and actual wages paid. Whenever
the Secretary of Labor has found under 29 CFR 5.5(a)(1)(iv) that the wages of any laborer or
mechanic include the amount of any costs reasonably anticipated in providing benefits under a
plan or program described in section 1(b)(2)(B) of the Davis-Bacon Act, the contractor shall
maintain records which show that the commitment to provide such benefits is enforceable, that
the plan or program is financially responsible, and that the plan or program has been
communicated in writing to the laborers or mechanics affected, and records which show the costs
anticipated or the actual cost incurred in providing such benefits. Contractors employing
apprentices or trainees under approved programs shall maintain written evidence of the
registration of apprenticeship programs and certification of trainee programs, the registration of .
the apprentices and trainees, and the ratios and wage rates prescribed in the applicable programs.

(i)(A) The contractor shall submit weekly, for each week in which any contract work is

performed, a copy of all payrolls to the subrecipient, that is, the entity that receives the sub-grant
. ot loan from the State capitalization grant recipient. Such documentation shall be available on

request of the State recipient or EPA. As to each payroll copy received, the subrecipient shall

provide written confirmation in a form satisfactory to the State indicating whether or not the

project is in compliance with the requirements of 29 CFR 5.5(a)(1) based on the most recent

payroll copies for the specified week. The payrolls shall set out accurately and completely all of
+ the information requlred to be maintained under 29 CFR 5. 5(a)(3)(1), except that full social




security numbers and home addresses shall not be included on the weekly payrolls. Instead the
payrolls shall only need'to include an individually identifying number for each employee (e.g.,
the last four digits of the employee's social security number). The required weekly payroll
information may be submitted in any form desired. Optional Form WH-347 i is available for this
purpose from the Wage and Hour Division Web site at
http://www.dol.gov/esa/whd/forms/wh347instr.itm or its successor site. The prime contractor is
responsible for the submission of copies of payrolls by all subcontractors. Contractors and.

© subcontractors shall maintain the full social security number and current address of each covered-
worker, and shall provide them upon request to the subrecipient(s) for transmission to the State
or EPA if requested by EPA , the State, the contractor, or the Wage and Hour Division of the
Department of Labor for purposes of an investigation or audit of compliance with prevailing
wage requirements. It is not a violation of this section for a prime contractor to require a
subcontractor to-provide addresses and social security numbers to the prime contractor for its
own records, without weekly submission to the subrecipient(s).

(B) Each payroll submitted shall be aécompam'cd by a “Statement of Compliance,” signed by the
contractor or subcontractor or his or her agent who pays or supervises the payment of the persons
employed under the contract and shall certify the following:

(1) That the payroll for the payroll period contains the infort_riation required to be provided under
§ 5.5 (a)(3)(ii) of Regulations, 29 CFR part 5, the appropriate information is being maintained
under § 5.5 (a)(3)(i) of Regulations, 29 CFR part 5, and that such information is correct and

complete;

(2) That each laborer or mechanic (including each helper, apprentice, and trainee) employed on
the contract during the payroll period has been paid the full weekly wages earned, without
rebate, either directly or indirectly, and that no deductions have been made either directly or
indirectly from the full wages earned, other than permissible deductions as set forth in

Regulations, 29 CFR part 3;

(3) That each laborer or mechanic has been paid not less than the applicable wage rates and
fringe benefits or cash equivalents for the classification of work performed, as specified in the
applicable wage determination incorporated into the contract. - :

(C) The weekly submission of a properly executed certification set forth on the reverse side of
Optional Form WH-347 shall satisfy the requirement for submission of the “Statement of

Compliance” requircd by paragraph (a)(3)(ii)(B) of this section.

(D) The falsification of any of the above certifications may subject the contractor or
subcontractor to civil or criminal prosecution under section 1001 of title 18 and section 231 of

title 31 of the United States Code.

(iii) The contractor or subcontractor shall make the records required under paragraph (a)(3)(@) of
this section available for inspection, copying, or transcription by authorized representatives of
the State, EPA or the Department of Labor, and shall permit such representatives to interview
employees during working hours on the job. If the contractor or subcontractor fails to submit the



required records or to make them available, the Federal agency or State may, after written notice
to the contractor, sponsor, applicant, or owner, take such action as may be necessary to cause the
. suspension of any further payment, advance, or guarantee of funds. Furthermore, failure to
submit the required records - upon request or to make such records available may be grounds for
debarment action pursuant to 29 CFR 5.12. ’ '

(4) Apprentices and trainees--

(i) Apprentices. Apprentices will be permitted to work at less than the predetermined rate for the
work they performed when they are employed pursuant to and individually registered in a bona
fide apprenticeship program registered with the U.S. Department of Labor, Employment and

- Training Administration, Office of Apprenticeship Training, Employer and Labor Services, or
with a State Apprenticeship Agency recognized by the Office, or if a person is employed in his
or her first 90 days of probationary employment as an apprentice in such an apprenticeship
program, who is not individually registered in the program, but who has been certified by the
Office of Apprenticeship Training, Employer and Labor Services or a State Apprenticeship
Agency (where appropriate) to be eligible for probationary employment as an apprentice. The
allowable ratio of apprentices to journeymen on the job site in any craft classification shall not be
greater than the ratio permitted to the contractor as to the entire work force under the registered
program. Any worker listed on a payroll at an apprentice wage rate, who is not registered or
otherwise employed as stated above, shall be paid not less than the applicable wage rate on the
wage determination for the classification of work actually performed. In addition, any apprentice
performing work on the job site in excess of the ratio permitted under thé registered program
shall be paid not less than the applicable wage rate on the wage determination for the work
actually performed. Where a contractor is performing construction on a project in a locality other
than that in which its program is registered, the ratios and wage rates (expressed in percentages
of the journeyman's hourly rate) specified in the contractor's or subcontractor's registered
program shall be observed. Every apprentice must be paid at not less than the rate specified in
the registered program for the apprentice's level of progress, expressed as a percentage of the
journeymen hourly rate specified in the applicable wage determination. Apprentices shall be paid
fringe benefits in accordance with the provisions of the apprenticeship program. If the
apprenticeship program does not specify fringe benefits, apprentices must be paid the full
amount of fringe benefits listed on the wage determination for the applicable classification. If the
Administrator determines that a different practice prevails for the applicable apprentice
classification, fringes shall be paid in accordance with that determination. In the event the Office
of Apprenticeship Training, Employer and Labor Services, or a State Apprenticeship Agency
recognized by the Office, withdraws approval of an apprenticeship program, the contractor will
no longer be permitted to utilize apprentices at less than the applicable predetermined rate for the
work performed until an acceptable program is approved.

(ii) Trainees. Except as provided in 29 CFR 5.16, trainees will not be permitted to work at less

- than the predetermined rate for the work performed uniess they are employed pursuant to and

individually registered in a program which has received prior approval, evidenced by formal

certification by the U.S. Department of Labor, Employment and Training Administration. The

ratio of trainees to journeymen on the job site shall not be greater than permitted under the plan
approved by the Employment and Training Administration. Every trainee must be paid at not

-




less than the rate specified in the approved program for the trainee's level of progress, expressed
as a percentage of the journeyman hourly rate specified in the apphcable wage determination.
Trainees shall be paid fringe benefits in accordance with the provisions of the trainee pro gram, If
the trainee program does not mention fringe benefits, trainees shall be paid the full amount of
fringe benefits listed on the wage determination unless the Administrator of the Wage and Hour
Division-determines that there is an apprenticeship program associated with the corresponding
~_journeyman wage rate on the wage determination which provides for less than full fringe benefits
for apprentloes Anyemployee listed on the payroll at a trainee rate who is not registered and
participating in a training plan approved by the Employment and Training Administration shall
be paid not less than the applicable wage rate on the wage determination for the classification of
work actually performed. In addition, any trainee performing work on the job site in excess of
the ratio permitted under the registered program shall be paid not less than the applicable wage
rate on the wage determination for the work actually performed. In the event the Employment
and Training Administration withdraws approval of a training program, the contractor will no
longer be permitted to utilize trainees at less than the applicable predetermined rate for the work

performed until an acceptable program is approved.

(iif) Equal employment opportunity. The utilization of apprentices, trainees and journeymen
under this part shall be in conformity with the equal employment opportunity requirements of
Executive Order 11246, as amended, and 29 CFR part 30.

(5) Compliance with Copeland Act requirem.elits. The contractor shall comply with the
requirements of 29 CFR part 3, which are incorporated by reference in this contract.

(6) Subcontracts. The contractor or subcontractor shall insert in any subcontracts the clauses
contained in 29 CFR 5.5(a)(1) through (10) and such other clauses as the EPA determines may
by appropriate, and also a clause requiring the subcontractors to include these clauses in any
lower tier subcontracts. The prime contractor shall be responsible for the compliance by any
subcontractor or lower tier subcontractor with all the contract clauses in 29 CFR 5.5.

(7) Contract termination; debarment. A breach of the contract clauses in 29 CFR 5.5 may be
grounds for termination of the contract, and for debarment as a contractor and a subcontractor as

~provided in 29 CFR 5.12.

(8) Compliance with Davis-Bacon and Related Act requirements. All rulings and interpretations
of the Davis-Bacon and Related Acts contained in 29 CFR parts 1, 3, and 5 are herein

incorporated by reference in this contract.

(9) Disputes concerning labor standards. Disputes arising out of the labor standards provisions of
- this contract shall not be subject to the general disputes clause of this contract. Such disputes
shall be resolved in accordance with the procedures of the Department of Labor set forth in 29
CER parts 5, 6, and 7. Disputes within the meaning of this clause include disputes between the
contractor (or any of its subcontractors) and Subrecipient(s), State, EPA, the U.S. Department of
Labor, or the employees or their representatives. :

(10) Certification of eligibility.



(i) By entering into this contract, the contractor certifies that neither it (nor he or she) nor any
person or firm who has an interest in the contractor's firm is a person or firm ineligible to be
awarded Government contracts by virtue of section 3(a) of the Davis-Bacon Act or 29 CFR

5.12(a)(1).

(ii) No part of this contract shall be subcontracted to any person or firm ineligible for award of a
Government contract by virtue of section 3(a) of the Dav1s—Bacon Act or 29 CER 5. 12(a)(1)

(iii) The penalty for making false statements is prescrlbed m—the U.S. Criminal Code, 18 U.S.C.
1001.

4, Contract Provision for Contracts in Excess of $100,000.

(a) Contract Work Hours and Safety Standards Act. The subrecipient shall insert the following
clauses set forth in paragraphs (a)(1), (2), (3), and (4) of this section in full in any contract in an
amount in excess of $100,000 and subject to the overtime provisions of the Contract Work Hours
and Safety Standards Act. These clauses shall be inserted in addition to the clauses required by
Item 3, above or 29 CFR 4.6. As used in this paragraph, the terms laborers and mechanics
include watchmen and guards. :

(1) Overtime requirements. No contractor or subcontractor confracting for any part of the
contract work which may require or involve the employment of laborers or mechanics shall
require or permit any such laborer or mechanic in any workweek in which he or she is employed
on such work to work in excess of forty hours in such workweek unless such laborer or mechanic
receives compensation at a rate not less than one and one-half times the basic rate of pay for all
hours worked in excess of forty hours in such workweek. :

(2) Violation; Hability for unpaid wages; liquidated damages. In the event of any violation of the
clause set forth in paragraph (a)(1) of this section the contractor and any subcontractor
responsible therefore shall be liable for the unpaid wages. In addition, such contractor and
- subcontractor shall be liable to the United States (in the case of work done under contract for the
District of Columbia or a territory, to such District or to such territory), for liquidated damages.
Such liquidated damages shall be computed with respect to each individual laborer or mechanic,
. including watchmen and guards, employed in violation of the clause set forth in paragraph (a)(1)
of this section, in the sum of $10 for each calendar day on which such individual was required or
permitted to work in excess of the standard workweek of forty hours without payment of the
overtime wages required by the clause set forth in paragraph (a)(1) of this section.

(3) Withholding for unpaid wages and liquidated damages. The subrecipient, upon written
-request of the EPA Award Official or an authorized representative of the Department of Labor,
shall withhold or cause to be withheld, from any moneys payable on account of work performed
by the contractor or subcontractor under any such contract or any other Federal contract with the
same prime contractor, or any other federally-assisted contract subject to the Contract Work
Hours and Safety Standards Act, which is held by the same prime contractor, such sums as may
be determined to be necessary to satisfy any liabilities of such contractor or subcontractor for




unpaid wages and hqu1dated damages as prowded in the clause set forth in paragraph (b)(2) of
this section.

(4) Subcontracts. The contractor or subcontractor shall insert in any subcontracts the clauses set

forth in paragraph (a)(1) through (4) of this section and also a clause requiring the subcontractors

to include these clauses-in any lower tier subcontracts. The prime contractor shall be responsible
* for compliance by any subcontractor or lower tier subcontractor Wrth the clauses set forth in

paragraphs (a)(1) through (4) of this section.

(b) In addition to the clauses contained in Item 3, above, in any contract subject only to the
Contract Work Hours and Safety Standards Act and not to any of the other statutes cited in 29
CFR 5.1, the Subrecipient shall insert a clause requiring that the contractor or subcontractor shall -
maintain payrolls and basic payroll records during the course of the work and shall preserve
them for a period of three years from the completion of the contract for all laborers and
mechanics, including guards and watchmen, working on the contract. Such records shall contain
the name and address of each such employee, social security number, correct classifications,
hourly rates of wages paid, daily and weekly number of hours worked, deductions made, and
actual wages paid. Further, the Subrecipient shall insert in any such contract a clause providing
hat the records to be maintained under this paragraph shall be made available by the contractor or
‘subcontractor for inspection, copying, or transcription by authorized representatives of the (write
the name of agency) and the Department of Labor, and the contractor or subcontractor will
permit such representatives to interview employees during working hours on the job.

5. Compliance Verification

(a) The subrecipient shall periodically interview a sufficient number of employees entitled to
DB prevailing wages (covered employees) to verify that contractors or subcontractors are paying
the appropriate wage rates. As provided in 29 CFR 5.6(2)(6), all interviews must be conducted
in confidence. The subrecipient must use Standard Form 1445 (SF 1445) or equivalent
documentation to memorialize the interviews. Copies of the SF 1445 are available from EPA on

request.

(b) The subrecipient shall establish and follow an interview schedule based on its assessment of
the risks of noncompliance with DB posed by contractors or subcontractors and the duration of
the contract or subcontract. At a minimum, the subrecipient should conduct interviews with a
representative group of covered employees within two weeks of each contractor or
subcontractor’s submission of its initial weekly payroll data and two weeks prior to the estimated
¢ompletion date for the contract or subcontract. Subrecipients must conduct more frequent
interviews if the initial interviews or other information indicates that there is a risk that the

~ contractor or subcontractor is not complying with DB . Subrecipients shall immediately conduct
necessary interviews in response to an alleged violation of the prevailing wage requrrements All
interviews shall be conducted in corifidence.

(c) The subrecipient shall périodically conduct spot checks of a representative sample of weekly
payroll data to verify that contractors or subcontractors are paying the appropriate wage rates.
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The subrecipient shall establish and follow a spot check schedule based on its assessment of the

risks of noncompliance with DB posed by contractors or subcontractors and the duration of the

contract or subcontract. At a minimum, if practicable, the subrecipient should spot check payroll

" data within two weeks of each contractor or subcontractor’s submission of its initial payroll data
and two weeks prior to the completion date the contract or subcontract . Subrecipients must

- conduct more frequent spot checks if the initial spot check or other information indicates that
there is a risk that the contractor or subcontractor is not complying with DB. In addition, during
the examinations the subrecipient shall verify evidence of fringe benefit plans and payments
thereunder by contractors and subcontractors who claim credit for fringe benefit contributions.

(d) The subrecipient shall periodically review contractors and subcontractors use of apprentices
and trainees to verify registration and certification with respect to apprenticeship and training
programs approved by either the U.S Department of Labor or a state, as appropriate, and that
contractors and subcontractors are not using disproportionate numbers of, laborers, trainees and
apprentices. These reviews shall be conducted in accordance with the schedules for spot checks
and interviews described in Item 5(b) and (c) above. -

() Subrecipients must immediatelyl report potential violations of the DB prevailing wage
requirements to the EPA DB contact listed above and to the appropriate DOL Wage and Hour
District Office listed at http://www.dol.gov/esa/contacts/whd/america2 htm.

1I. Requirements under FY 2012 Appropriations Act For Subrecipients That Are
Not Governmental Enfities

The following terms and conditions specify how recipients will assist EPA in meeting its DB
responsibilities when DB applies to EPA awards of financial assistance under the FY2011 Full-
Year Continuing Appropriation Act with respect to subrecipients that are not governmental
entities. If a subrecipient has questions regarding when DB applies, obtaining the correct DB
wage determinations, DB provisions, or compliance monitoring, it may contact the State
recipient for guidance. If a State recipient needs guidance, the recipient may contact (insert
name or organizational unit Regional EPA DB contact) for guidance. The recipient or-

" subrecipient may also obtain additional guidance from DOL’s web site at
http://www.dol.gov/esa/whd/recovery/

Under these terms and conditions, the subrecipient must submit its proposed DB wage
determinations to the State recipient for approval prior to including the wage
determination in any solicitation. contract task orders, work assignments, or similar
instruments t0 existing contractors. '

1._ Applicability of the Davis- Bacon (DB) prevailing. wage requirements.

Under the FY 2011 Full-Year Continuing Appropriation, DB prevailing wage requirements
apply to the construction, alteration, and repair of treatment works carried out in whole or in part
with assistance made available by a State water pollution control revolving fund and to any
construction project carried out in whole or in part by assistance made available by a drinking
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water treatment revolving loan fund. If a subrecipient encounters a unique situation at a site that
presents uncertainties regarding DB applicability, the subrecipient must discuss the situation with
the recipient State before authorizing work on that site.

2. Obtaining Wage Determinations.

(a) Subremplents must obtain proposed wage determmations for specific localities at
www.wdol.gov. After the Subrecipient obtains its proposed wage determination, it must submit
the wage determination to (insert contact information for State recipient DB point of contact for
wage determination) for approval prior to inserting the wage determination into a solicitation,
contract or issuing task orders, work assignments or similar instruments to existing contractors
(ordering instruments unless subsequently directed otherw13e by the State recipient Award ,

Official.

(b) Subrecipients shall obtain the wage determination for the locality in which a covered
- activity subject to DB will take place prior to issuing requests for bids, proposals, quotes or other
methods for soliciting contracts (solicitation) for activities subject to DB.- These wage
determinations shall be incorporated into solicitations and any subsequent contracts. Prime
contracts must contain a provision requiring that subcontractors follow the Wage determination

incorporated into the prime contract.

) While the solicitation remains open, the subrecipient shall monitor www.wdol.gov.
on a weekly basis to ensure that the wage determination contained in the solicitation
remains current. The subrecipients shall amend the solicitation if DOL issues a
modification more than 10 days prior to the closing date (i.e. bid opening) for the
solicitation. If DOL modifies or supersedes the applicable wage determination less
than 10 days prior to the closing date, the subrecipients may request a finding from
the State recipient that there is not a reasonable time to notify interested contractors of -

~ the modification of the wage determination. The State recipient will provide a report

of its findings to the subrecipient.

(i)  If the subrecipient does not award the contract within 90 days of the closure of the
solicitation, any modifications or supersedes DOL makes to the wage determination
contained in the solicitation shall be effective unless the State recipient, at the request
of the subrecipient, obtains an extension of the 90 day period from DOL pursuant to
29 CFR 1.6(c)(3)(iv). The subrecipient shall monitor www.wdol.gov on a weekly
basis if it does not award the contract within 90 days of closure of the solicitation to
ensure that wage determinations contained in the solicitation remain current.

(c) If the subrecipient carries out activity subject to DB by issuing a task order, work assignment
or similar instrument to an existing contractor (ordering instrument) rather than by publishing a
solicitation, the subecipient shall insert the appropriate DOL wage determination from

www.wdol.gov into the ordering instrument.
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(¢) Subrecipients shall review all subcontracts subject to DB entered into by prime contractors o
verify that the prime contractor has required its subcontractors to include the applicable wage
determinations. ’ -

(d) As provided in 29 CFR 1.6(f), DOL may issue a revised wage determination applicable to a
‘subrecipient’s contract after the award of a contract or the issuance of an ordering instrument if
DOL determines that the subrecipient has failed to incorporate a wage determination or has used
a wage determination that clearly does not apply to the contract or ordering instrument. If this
occurs, the subecipient shall either terminate the contract or ordering instrument and issue a
revised solicitation or ordering instrument or incorporate DOL’s wage determination retroactive
to the beginning of the contract or ordering instrument by change order. The subrecipient’s
contractor must be compensated for any increases in wages resulting from the use of DOL’s

revised wage determination. -
3..Contract and Subcontract provisions.

(a) The Recipient shall insure that the subrecipient(s) shall insert in fuil in any contract in excess
of $2,000 which is entered into for the actual construction, alteration and/or repair, including
painting and decorating, of a treatment work under the CWSRF or a construction project under
the DWSRF financed in whole or in part from Federal funds or in accordance with guarantees of
a Federal agency or finaniced from funds obtained by pledge of any contract of a Federal agency
to make a loan, grant or annual contribution (except where a different meaning is expressly
indicated), and which is subject to the labor standards provisions of any of the acts listed in § 5.1
or the FY 2011 Full-Year Continuing Appropriation, the following clauses:

(1) Minimum wages.

(i) All laborers and mechanics employed or working upon the site of the work, will be paid
unconditionally and not less often than once a week, and without subsequent deduction or rebate
on any account (except such payroll deductions as are permitted by regulations issued by the

~ Secretary of Labor under the Copeland Act (29 CFR part 3) ), the full amount of wages and bona
fide fringe benefits (or cash equivalents thereof) due at time of payment computed at rates not
less than those contained in the wage determination of the Secretary of Labor which is attached
hereto and made a part hereof, regardless of any contractual relationship which may be alleged to
exist between the contractor and such laborers and mechanics. '

Contributions made or costs reasonably anticipated for bona fide fringe benefits under section

* 1(b)(2) of the Davis-Bacon Act on behalf of laborers or mechanics are considered wages paid to
such laborers or mechanics, subject to the provisions of paragraph (a)(1)(iv) of this section; also,
regular contributions made or costs incurred for more than a weekly period (but not less often
than quarterly) under plans, funds, or programs which cover the particular weekly period, are
deemed to be constructively made or incurred during such weekly period. Such laborers and
mechanics shall be paid the appropriate wage rate and fringe benefits on the wage determination
for the classification of work actually performed, without regard to skill, except as provided in §
5.5(a)(4). Laborers or mechanics performing work in more than one classification may be
compensated at the rate specified for each classification for the time actually worked therein:

13.




Provided, that the employer's payroll records accurately set forth the time spent in each
classification in which work is performed. The wage determination (including any additional

" classification and wage rates conformed under paragraph (a)(1)(ii) of this section) and the Davis-
Bacon poster (WH-1321) shall be posted at all times by the contractor and its subcontractors at
the site of the work in a prominent and accessible place where it can be easily seen by the

workers.

- Subrecipients may obtain wage detcrmmatlons from the U.S. Department of Labor’s web site,
www.dol.gov. .

(i))(A) The subrecipient(s), on behalf of EPA, shall require that any class of laborers or
mechanics, including helpers, which is not listed in the wage determination and which is to be
employed under the contract shall be classified in conformance with the wage determination. The
State award official shall approve a request for an additional classification and wage rate and
fringe benefits therefore only when the following criteria have been met:

(1) The work o be performed by the classification requested is not performed by a classification A
in the wage determination; and '

(2) The classiﬁcation is utilized in the area by the construction industry; and

(3) The proposed wage rate, including any bona fide fringe benefits, bears a reasonable
relationship to the wage rates contained in the wage determination.

(B) If'the contractor and the laborers and mechanics to be employed in the classification (if
known), or their representatives, and the subrecipient(s) agree on the classification and wage rate
(including the amount designated for fringe benefits where appropriate), documentation of the
action taken and the request, including the local wage determination shall be sent by the
subrecipient(s) to the State award official. The State award official will transmit the report, to
the Administrator of the Wage and Hour Division, Employment Standards Administration, U.S.
Department of Labor, Washington, DC 20210 and to the EPA' DB Regional Coordinator
concurrently. The Administrator, or an authorized representative, will approve, modify, or
disapprove every additional classification request within 30 days of receipt and so advise the

_ State award official or will notify the State award official Wlthln the 30-day period that

" additional time is necessary.

(C) In the event the contractor, the laborers or mechanics to be'employed in the classification or
their representatives, and the and the subrecipient(s) do not agree on the proposed classification
and wage rate (including the amount designated for fringe benefits, where appropriate), the
award official shall refer the request, and the local wage determination, including the views of all
interested parties and the recommendation of the State award official, to the Administrator for
determination. The request shall be sent to the EPA Regional Coordinator concurrently. The
Administrator, or an authorized representative, will issue a determination within 30 days of

- receipt of the request and so advise the contracting officer or will notlfy the contracting officer
Wlthln the 30-day penod that additional time is necessary.
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(D) The wage rate (including fringe benefits where appropriate) determined pursuant to
paragraphs (a)(1)(iD)(B) or (C) of this section, shall be paid to all workers performing work in the
classification under this contract from the first day on which work is performed in the ‘
classification.

(iif) Whenever the minimum wage rate prescribed in the contract for a class of laborers or
mechanics includes a fringe benefit which is not expressed as an hourly rate, the contractor shall
either pay the benefif as stated in the wage determination or shall pay another bona fide fringe

benefit or an hourly cash equwalent thereof.

(iv) If the contractor does not make payments to a trustee or other third person, the contractor
may consider as part of the wages of any laborer or mechanic the amount of any costs reasonably
anticipated in providing bona fide fringe benefits under a plan or program, Provided, That the
Secretary of Labor has found, upon the written request of the contractor, that the applicable
standards of the Davis-Bacon Act have been met. The Secretary of Labor may require the
contractor to set aside in a separate account assets for the meeting of obligations under the plan

Or program.

(2) Withholding. The subrecipient(s) shall upon written request of the EPA Award Official or an
authorized representative of the Department of Labor, withhold or cause to be withheld from the
contractor under this contract or any other Federal contract with the same prime contractor, or
any other federally-assisted contract subject to Davis-Bacon prevailing wage requirements,
which is held by the same prime contractor, so much of the accrued payments or advances as
may be considered necessary to pay laborers and mechanics, including apprentices, trainees, and
helpers, employed by the contractor or any subcontractor the full amount of wages required by
the contract. In the event of failure to pay any laborer or mechanic, including any apprentice,
trainee, or helper, employed or working on the site of the work, all or part of the wages required
by the contract, the (Agency) may, after written notice to the contractor, sponsor, applicant, or
owner, take such action as may be necessary to cause the suspension of any further payment,
advance, or guarantee of funds until such violations have ceased. -

(3) Payrolls and basic records.

(1) Payrolls and basic records relating thereto shall be maintained by the contractor during the
course of the work and preserved for a period of three years thereafter for all laborers and
mechanics workirig at the site of the work. Such records shall contain the name, address, and
social security number of each such worker, his or her correct classification, hourly rates of
wages paid (including rates of contributions or costs anticipated for bona fide fringe benefits or
cash equivalents thereof of the types described in section 1(b)(2)(B) of the Davis-Bacon Act),
daily and weekly number of hours worked, deductions made and actual wages paid. Whenever
the Secretary of Labor has found under 29 CFR 5.5(a)(1)(iv) that the wages of any laborer or
mechanic include the amount of any costs reasonably anticipated in pr0v1d1ng benefits under a
plan or program described in section 1(b)(2)(B) of the Davis-Bacon Act, the contractor shall

- maintain records which show that the commitment to provide such benefits is enforceable, that
the plan or program is financially responsible, and that the plan or program has been
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communicated in writing to the laborers or mechanics affected, and records.which show the costs
anticipated or the actual cost incurred in providing such benefits. Contractors employing
apprentices or trainees under approved programs shall maintain written evidence of the
registration of apprenticeship programs and certification of trainee programs, the registration of
the apprentices and trainees, and the ratios and wage rates prescribed in the applicable programs.

(i)(A) The contractor shall submit weekly, for each week in which any contract work is
performed, a copy of all payrolls to the subrecipient, that is, the entity that receives the sub-grant
or loan from the State capitalization grant recipient. Such documentation shall be available on
request of the State recipient or EPA. As to each payroll copy received, the subrecipient shall
provide written confirmation in a form satisfactory to the State indicating whether or not the
project is in compliance with the requirements of 29 CFR 5.5(a)(1) based on the most recent
payroll copies for the specified week. The payrolls shall set out accurately and completely all of
the information required to be maintained under 29 CFR 5.5(2)(3)(i), except that full social
security numbers and home addresses shall not be included on the weekly payrolls. Instead the
payrolls shall only need to include an individually identifying number for each employee (e.g.,
the last four digits of the employee's social security number). The required weekly payroll
information may be submitted in any form desired. Optional Form WH-347 is avaﬂable for this -
purpose from the Wage and Hour Division Web site at .
bttp://www.dol.gov/esa/whd/forms/wh347instr.htm or its successor site. The prime contractor is
responsible for the submission of copies of payrolls by all subcontractors. Contractors and
subcontractors shall maintain the full social security number and current address of each covered
“worker, and shall provide them upon request to the subrecipient(s) for transmission to the State -
or EPA if requested by EPA , the State, the contractor, or the Wage and Hour Division of the
Department of Labor for purposes of an investigation or audit of compliance with prevailing
wage requirements. It is not a violation of this section for a ptime contractor to require a
subcontractor to provide addresses and social security numbers to the prime contractor for its
own records, without weekly submission to the subrecipient(s).

(B) Each payroll submitted shall be accompanied by a “Statémcnt of Compliance,” signed by the
contractor or subcontractor or his or her agent who pays or supervises the payment of the persons
employed under the contract and shall certify the following:

(lj That the payroll for the payroll period contains the information requiredvtd_ be provided under
§ 5.5 (a)(3)(ii) of Regulations, 29 CFR part 5, the appropriate information is being maintained
under § 5.5 (a)(3)(i) of Regulations, 29 CFR part 5, and that such information is correct and

complete;

(2) That each laborer or mechanic (including each helper, apprentice, and trainee) employed on
the contract during the payroll period has been paid the full weekly wages earned, without
rebate, either directly or indirectly, and that no deductions have been made either directly or
indirectly from the full wages earned, other than permissible deductions as set forth in

Regulations, 29 CFR part 3;
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(3) That each laborer or mechanic has been paid not less: than the applicabl'e'\.vage rates and
' fringe benefits or cash equivalents for the classification of work performed, as specified in the
applicable wage determination incorporated into the contract.

(C) The weekly submission of a properly executed certification set forth on the reverse side of
_ Optional Form WH-347 shall satisfy the requirement for submission of the “Statement of
Compliance” required by paragraph (a)(3)(ii)(B) of this section.

(D) The falsification of any of thé above certifications may subject the contractor or
subcontractor to civil or criminal prosecution under section 1001 of title 18 and section 231 of

title 31 of the United States Code.

(iii) The contractor or subcontractor shall make the records required under paragraph (a)(3)(i) of
- this section available fof inspection, copying, or transcription by authorized representatives of
the State, EPA or the Department of Labor, and shall permit such representatives to interview
employees during working hours on the job. If the ‘contractor or subcontractor fails to submit the
required records or to make them available, the Federal agency or State may, after written notice
to the contractor, sponsor, applicant, or owner, take such action as may be necessary to cause the
suspension of any further payment, advance, or guarantee of funds. Furthermore, failure to
submit the required records upon request or to make such records available may be grounds for
debarment action pursuant to 29 CFR 5.12.

(4) Apprentices and trainees--

(i) Apprentices. Apprentices will be permitted to work at less than the predetermined rate for the
work they performed when they are employed pursuant to and individually registered in a bona
fide apprenticeship program registered with the U.S. Department of Labor, Employment and
Training Administration, Office of Apprenticeship Training, Employer and Labor Services, or
with a State Apprenticeship Agency recognized by the Office, or if a person is employed in his
or her first 90 days of probationary employment as an apprentice in such an apprenticeship
program, who is not individually registered in the program, but who has been certified by the
Office of Apprenticeship Training, Employer and Labor Services or a State Apprenticeship

~ Agency (where appropriate) to be eligible for probationary employment as an apprentice. The
allowable ratio of apprentices to journeymen on the job site in any craft classification shall not be
greater than the ratio permitted to the contractor as to the entire work force under the registered
program. Any worker listed on a payroll at an apprentice wage rate, who is not registered or
otherwise employed as'stated above, shall be paid not less than the applicable wage rate on the
wage determination for the classification of work actually performed. In addition, any apprentice
performing work on the job site in excess of the ratio permitted under the registered program
shall be paid riot less than the applicable wage rate on the wage determination for the work
actually performed. Where.a contractor is performing construction on & project in a locality other
than that in which its program is registered, the ratios-and wage rates (expressed in percentages
of the journeyman's hourly rate) specified in the contractor's or subcontractor's registered
program shall be observed. Every apprentice must be paid at not less than the rate specified in
the registered program for the apprentice's level of progress, expressed as a percentage of the
journeymen hourly rate specified in the applicable wage determination. Apprentices shall be paid ' !
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fringe benefits in accordance with the provisions of the apprenticeship program. If the
apprenticeship program does not specify fringe benefits, apprentices must be paid the full
amount of fringe benefits listed on the wage determination for the applicable classification. If the
Administrator determines that a different practice prevails for the applicable apprentice
classification, fringes shall be paid in accordance with that determination. In the event the Office
of Apprenticeship Training, Employer and Labor Services, or a State Apprenticeship Agency
‘recognized by the Office, withdraws approval of an apprenticeship program, the contractor will
no longer be permitted to utilize apprentices at less than the applicable predetermmed rate for the

. work performed until an acceptable program is.approved.

(i1) Trainees. Except as provided in 29 CFR 5.16, 'traine;'es will not be permitted to work at less
than the predetermined rate for the work performed unless they are employed pursuant to and
individually registered in a program which has received prior approval, evidenced by formal
certification by the U.S. Department of Labor, Employment and Training Administration. The
ratio of trainees to journeymen on the job site shall not be greater than permitted under the plan
“approved by the Employment and Training Administration. Every trainee must be paid at not
less than the rate specified in the approved program for the trainee's level of progress, expressed.
as a percentage of the journeyman hourly rate specified in the applicable wage determination.
Trainees shall be paid fringe benefits in accordance with the provisions of the trainee program. If
the trainee program does not mention fringe benefits, trainees shall be paid the full amount of
fringe benefits listed on the wage determination unless the Administrator of the Wage and Hour
Division determines that there is an apprenticeship program associated with the corresponding
journeyman wage rate on the wage determination which provides for less than full fringe benefits
for apprentices. Any employee listed on the payroll at a trainee rate who is not registered and
participating in a training plan approved by the Employment and Training Administration shall
be paid.not less than the applicable wage rate on the wage determination for the classification of
work actually performed. In addition, any trainee performing work on the job site in excess of
* the ratio permitted under the registered program shall be paid not less than the applicable wage
rate on the wage determination for the work actually performed. In the event the Employment
“and Training Administration withdraws approval of a training program, the contractor will no
longer be permitted to utilize trainees at less than the applicable predetermined rate for the work

performed until an acceptable program is approved.

(iii) Equal employment opportunity. The utilization of apprentices, trainees and journeymen
under this part shall be in conformity with the equal employment opportunity requirements of
Executive Order 11246, as amended, and 29 CFR part 30.

(5) Compliance with Copeland Act requirements. The contractor shall comply with the
requirements of 29 CFR part 3, which are incorporated by reference in this contract.

(6) Subcontracts. The contractor or subcontractor shall insert in any subcontracts the clanses
contained in 29 CFR 5.5(a)(1) through (10) and such other clanses as the EPA determines may
by appropriate, and also a clause requiring the subcontractors to include these clauses in any
lower tier subcontracts. The prime contractor shall be responsible for the compliance by any
“subcontractor or lower tier subcontractor with all the contract clauses in 29 CFR 5.5.

18



(7) Contract termination: debarment. A breach of the contract clauses in 29 CFR 5.5 may be
grounds for termination of the contract, and for debarment as a contractor and a subcontractor as

provided in 29 CFR 5.12.

(8) Compliance with Davis-Bacon and Related Act requiréments All rulings and interpretations
of the Davis-Bacon and Related Acts contained in 29 CFR parts 1, 3, and 5 are herein
incorporated by reference in this contract. :

(9) Disputes concerning labor standards. Disputes arising out of the labor standards provisions of
this contract shall not be subject to the general disputes clause of this contract. Such disputes

- shall be resolved in accordance with the procedures of the Departiment of Labor set forth in 29
CFR parts 5, 6, and 7. Disputes within the meaning of this clause include disputes between the
contractor (or any of its subcontractors) and Subrecipient(s), State, EPA, the U.S. Department of
Labor, or the employees or their representatives.

(10) Certification of eligibility.

(i) By entering into this contract, the contractor certifies that neither it (nor he or she) nor any
person or firm who has an interest in ‘the contractor's firm is a person or firm ineligible to be
awarded Government contracts by virtue of section 3(a) of the Davis-Bacon Act or 29 CFR

5.12(a)(1).

(ii) No part of this contract shall be subcontracted to any person or firm ineligible for award of a
Government contract by virtue of section 3(a) of the Davis-Bacon Act or 29 CFR 5.12(a)(1).

(i1i) The penalty for making false statements is prescribed in the U.S. Crlmmal Code, 18 U.S. C
1001.

4. Contract Provision for Contracts in Excess of $100,000.

(a) Contract Work Hours and Safety Standards Act. The subrecipient shall insert the following
clauses set forth in paragraphs (a)(1), (2), (3), and (4) of this section in full in any contract in an
amount in excess of $100,000 and subject to the overtime provisions of the Contract Work Hours
and Safety Standards Act. These clauses shall be inserted in addition to the clauses required by

Item 3, above or 29 CFR 4.6. As used in this paragraph, the terms laborers and mechanics
include watchmen and guards.

(1) Overtime requirements. No contractor or subconfractor contracting for any part of the
contract work which may require or involve the employment of laborers or mechanics shall
require or permit any such laborer or mechanic in any workweek in which he or she is employed
on such work to work in excess of forty hours in such workweek unless such laborer or mechanic
receives compensation at a rate not less than one and one-half times the basic rate of pay for all
hours worked in excess of forty hours in such workweek.

(2) Violation; liability for unpaid wages; liquidated damages. In the event of any violation of the
clause set forth in paragraph (b)(1) of this section the contractor and any subcontractor

19 .



responsible therefore shall be liable for the unpaid wages. In addition, such contractor and
subcontractor shall be liable to the United States (in the case of work done under contract for the
District of Columbia or a territory, to such District or to such territory), for liquidated damages.
Such liquidated damages shall be computed with respect to each individual laborer or mechanic,
including watchrmen and guards, employed in violation of the clause set forth in paragraph (b)(l)

- of this section, in the sum of $10 for each calendar day on which such individual was required or
permitted to work in excess of the standard workweek of forty hours without payment of the
overtime wages required by the clause set forth in paragraph (b)(1) of this section.

(3) Withholding for unpaid wages and liquidated damages. The subrecipient shall upon the
request of the EPA Award Official or an authorized representative of the Department of Labor,
withhold or cause to be withheld, from any moneys payable on account of work performed by
the contractor or subcontractor under any such contract or any other Federal contract with the
same prime contractor, or any other federally-assisted contract subject to the Contract Work
Hours and Safety Standards Act, which is held by the same prime contractor, such sums as may
be determined to be necessary to satisfy any liabilities of such contractor or subcontractor for -
unpaid wages and liquidated damages as provided in the clause set forth in paragraph (b)(2) of
this section. , _

'(4) Subcontracts. The contractor or subcontractor shall insert in any subcontracts the clauses set
forth in paragraph (b)(1) through (4) of this section and also a clause requiring the subcontractors
to include these clauses in any lower tier subcontracts. The prime contractor shall be responsible
for compliance by any subcontractor or lower tier subcontractor with the clauses set forth in

paragraphs (b)(1) through (4) of this section.

(c) In addition to the clauses contained in Item 3, above, in any contract subject only to the
Contract Work Hours and Safety Standards Act and not to any of the other statutes cited in 29
CFR 5.1, the Subrecipient shall insert a clause requiring that the contractor or Subcontractor shall
maintain payrolls and basic payroll records during the course of the work and shall preserve
them for a period of three years from the completion of the contract for all'laborers and
mechanics, including gnards and watchmen, working on the contract. Such records shall contain
the name and address of each such employee, social security number, correct classifications,
hourly rates of wages paid, daily and weekly number of hours worked, deductions made, and
actual wages paid. Further, the Subrecipient shall insert in any such contract a clause providing
that the records to be maintained under this paragraph shall be made available by the contractor
~or subcontractor for inspection, copying, or transcription by authorized representatives of the
(write the name of agency) and the Department of Labor, and the contractor or subcontractor will
permit such representatives to interview employees during working hours on the job.

5. Compliance Verification

(a). The subrecipient shall periodically interview a sufficient number of employees entitled to
DB prevailing wages (covered employees) to verify that contractors or subcontractors are paying
the appropriate wage rates. As provided in' 29 CFR 5.6(a)(6), all interviews must be conducted
in confidence. The subrecipient must use Standard Form 1445 (SF 1445) or equivalent
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documentation to memorialize the interviews. Copies of the SF 1445 are available from EPA on
request. C -

(b) The subrecipient shall establish and follow an interview schedule based on its agsessment of
the risks of noncompliance with DB posed by contractors or subcontractors and the duration of
~ the contract or subcontract. At a minimum, the subrecipient should conduct interviews with a
representative group of covered employees within two weeks of each contractor or
subcontractor’s submission of its initial weekly payroll data and two weeks prior to the estimated
completion date for the contract or subcontract. Subrecipients must conduct more frequent
interviews if the initial interviews or other information indicates that there is a risk that the
contractor or subcontractor is not complying with DB. Subrecipients shall immediately conduct
necessary interviews in response to an alleged violation of the prevailing wage requirements, All
interviews shall be conducted in confidence. '

(c). The subrecipient shall periodically conduct spot checks of a representative sample of weekly
payroll data to verify that contractors or subcontractors are paying the appropriate wage rates.
The subrecipient shall establish and follow a spot check schedule based on its assessment of the
risks of noncompliance with DB posed by contractors or subcontractors and the duration of the
contract or subcontract. At a minimum, if practicable the subrecipient should spot check payroll
data within two weeks of each contractor or subcontractor’s submission of its initial payroll data
and two weeks prior to the completion date the conttact or subcontract. Subrecipients must
conduct more frequent spot checks if the initial spot check or other information indicates that
there is a risk that the contractor or subcontractor is not complying with DB . In addition, during
the examinations the subrecipient shall verify evidence of fringe benefit plans and payments
thereunder by contractors and subcontractors who claim credit for fringe benefit contributions.

(d). The subrecipient shall periodically review contractors and subcontractors use of
apprentices and trainees to verify registration and certification with respect to apprenticeship and
training programs approved by either the U.S Department of Labor or a state, as appropriate, and .
that contractors and subcontractors are not using disproportionate numbers of, laborers, trainees
and apprentices. These reviews shall be conducted in accordance with the schedules for spot

~ checks and interviews described in Item 5(b) and (¢) above.

(e) Subrecipients must immediately rebort potential violations of the DB prevaiﬁng wage -
requirements to the EPA DB contact listed above and to the appropriate DOL Wage and Hour
District Office listed at http://www.dol, ;zov/esa/contaqts/whd/americaZ btm.
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